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Lucky are the secretary and the executive who have a new Every letter which he signs flatters his importance and 
Carbon-Ribbon Royal Standard. Every letter which she his company. The versatility of this new Royal typewriter 
types hits the jack pot for even, sharp-edged impressions. is explained on this page. 


Business letters have that 
“printed look” with this special 
typewriter...only $2350 down 


The conventional typewriter ribbon is made of silk or 
cotton. The clarity of each letter depends to a large extent on 
the evenness with which the operator hits each key. 

But the new Carbon-Ribbon Royal Standard Typewriter 
is different. 





You see the carbon-ribbon spool being ; Ae . 
quickly inserted for more peli 1200 feet The ribbon is virtually a strip of the finest carbon paper, so 


of the world’s clearest, sharpest typing. manufactured that it is not fragile. This paper is cut into 
typewriter ribbon width and wound on a spool. 

The operator actually types through carbon paper. Each 
letter comes out black, clear-cut and even. You get the finest 
duplicating imaginable—and as for “‘fill-ins,”’ the receiver can 
scarcely tell he is not getting a personal letter. A variety of 
distinctive type faces is available. 


This precision-built writing machine is a rugged Royal. Ask 
your Royal Representative to bring one to your office and 
show you on the spot how wonderful the new Carbon - Ribbon 
Royal actually is. 


new carbon-ribbon ROYAL standard 


the double-duty office typewriter 





The half back-spacer saves time in cor- 


recting staan Convenient, too, when Standard, electric, portable typewriters e Roytype® business supplies 
lining up a right-hand margin flush. ROYAL TYPEWRITER COMPANY, Division of Royal McBee Corporation 
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The school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 
the Secretary, IAS.... 

/ 





The IAS 
LIFE SCHOLARSHIP PRIVILEGE 


One of many attractive features of the IAS home 
study training plan, the Life Scholarship Privilege, has 
made a substantial contribution to the success of 
thousands of IAS graduates. 


@ The ninety-assignment IAS Diploma Course in- 
cludes fifty advanced elective assignments selected by 
the student—those which will be of the greatest imme- 
diate benefit. On graduation, each student becomes 
entitled to all additional elective courses in the IAS 
curriculum with full educational service and consulta- 
tion privileges. 


@ The courses included in this Life Scholarship ar- 
rangement (with the number of comprehensive study 
assignments indicated) are: 


BASIC AUDITING (10) BUSINESS STATISTICS (10) 
PUBLIC AUDITING (20) FINANCIAL ANALYSIS (10) 
INTERNAL AUDITING (20) ECONOMICS (10) 


BASIC COST ACCOUNTING (10) OFFICE MANAGEMENT (30) 
ADVANCED COST ACCOUNTING (20) ACCOUNTING LAW (10) 
CORPORATION ACCOUNTING (10) = FEDERAL INCOME TAX (10) 
MANAGEMENT CONTROL (20) CPA COACHING (20) 


@ With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 
mediately and can then broaden his knowledge of 
accounting and management through study of addi- 
tional electives. 


@ There is no additional charge for the Life Scholarship 
Privilege. It is included in the reasonably low enroll- 
ment fee for the Diploma Course. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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*RESISTALL was the 
only paper to stand up 


under oil submersion and 


terrific heat”. 


A nationally-known airplane 
manufacturer* needed a paper for 
parts records submerged in boiling oil. 
He found it in Resistatt INDEx BrisTot, 
which, like Resisratt Linen LepGer, 
is the most resistant rag-content record 
paper ever made. 


RESISTALL papers defy water, oil, 
grease, many chemicals and alkalis, 
perspiration, freezing, boiling, abrasion 
even when wholly immersed in water,— 
when soiled can be sponged clean with 
soap and water. 


RESISTALL papers are unequalled for 
innumerable, highly diversified uses: 
records, documents and tags which 
must be used out-of-doors or in wet or 
greasy conditions or with chemicals in 
laboratories or with articles which 
must withstand freezing or boiling, 
whether in water or oil. 


In addition, Resisratt Linen LEDGER 
and Resistatt Inpex Bristow are perma- 
ment recotd papers, unconditionally 
guaranteed as to longevity and utmost 
durability. They are made from 100% 
new white textile cuttings. 


Like all L. L. Brown record papers, 
Resistaty Linen Lepcer and ResisTALi 
Inpex Bristox add only negligibly, if 
at all, to total accounting costs. 


You can depend on Resistall papers 
when you are up against unusually 
tough record paper problems. Sample 
books free upon request. Address: L. L. 
Brown Paper Company, Adams, Mass. 


* Name upon request 


L.L. BROWN 


LETTER & RECORD 
PAPERS 


| & “SO MUCH extra value 
\ ‘wt FOR SO LITTLE extra cost“ 


Since 1849 
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ONSOLIDATED net income of the Finance 
Companies, Insurance Companies and 
Manufacturing Companies from current opera- 
tions, after payment of taxes, exceeded 24 milli- 
on dollars—the largest in Commercial Credit’s 
history. The volume of receivables acquired by 
the Finance Companies and the relative out- 
standings thereof show a reduction from 1953 as 
a result of the Company’s policy of refining its 
motor retail and wholesale financing of cars and 
also from the reduction in sales of certain motor 
car manufacturers during 1954. However, dur- 
ing 1954 the Company made a substantial in- 
crease in financing cars of other manufacturers 
and thereby has obtained a greater diversifica- 
tion in its motor financing volume. 


Net income per common share was $4.86 with 
some 408,245 more shares outstanding on De- 
cember 31, 1954, as compared to December 31, 
1953. The book value of the common shares has 
increased $12.85 during the past five years and 
on December 31, 1954, was $35.35. During this 


same five year period the Company paid divi- 
dends of $55,931,601 on its common stock and 
retained $51,371,781 in the business. Capital 
funds of the Company exceed 175 million dol- 
lars and reserves of over 80 million dollars were 
available for credit to future operations, expens- 
es, credit losses and earnings. 


We appreciate the sustained use of our facilities 
made by manufacturers, wholesalers, retailers 
and consumers and the continued support of 
our stockholders, the institutions and others 
who have provided our operating funds. We are 
grateful for the intelligent cooperation and 
enthusiasm of the officers and employees in the 
handling of their Company’s operations. The 
outlook for 1955 for the Company and its sub- 
sidiaries appears very promising. 


E. C. Wareheim, Chairman of the Board 
A. E. Duncan, Founder Chairman 


E. L. Grimes, President 


- Commercial Credit Reports~~: 





COMMERCIAL 
CREDIT COMPANY 


BALTIMORE 2, MARYLAND 


Offering services through 
subsidiaries in more than 400 
offices in the United States and 
the Dominion of Canada 

















yrrossooooorre Condensed consolidated balance sheets as of December 31, 1954 and 1953 seeeceeeeeorors 





ASSETS LIABILITIES 
CASH AND MARKETABLE 1954 1953 NOTES PAYABLE, 1954 1953 
SECURIT IRS .- v cvseeseccce $ 132 855 034 $ 143 194 074 SHORT TERM. ....... $ 363 162 500 $ 483 290 000 
RECEIVABLES: ACCOUNTS PAYABLE AND 
Motor and other retail....... 547 831 264 641 240 127 MECTROTRES so ce 41 226 001 37 053 609 
Motor and other wholesale .... 110 243 500 135 148 774 US. AND CANADIAN 
Direct loan receivables....... 44 493 577 40 302 307 INCOME TAXES.......... 25 156 943 31 581 121 
Commercial and other 
receivables. ........+++0+ ; 132 053 574 126 048 068 | RESERVES................. . 62 771 971 1 Oe 18 
834 621 915 942 739 276 LONG-TERM NOTES........ 184 737 500 192 625 000 
SUBORDINATED LONG- 
Less: unearned income..... er 40 720 083 44 863 451 TERM NOTES..........0. 102 500 000 100 000 000 
reserve for losses ...... 12 448 330 14 246 328 NET WORTH: 
Total receivables, net.. 781 453 502 883 629 497 Common stock......¢0cccces 49 852 961 45 770 510 
Capital surplus............. 27 910 552 15 591 922 
OTHER CURRENT ASSETS. . 22 231 596 22 924 942 =) 
Earned surplus............++ 98 484 681 86 735 773 
FIXED AND OTHER ASSETS 15 174 820 13 063 893 csciennammisintoniceese iS | , Gasbeniannpigsontendeeatamionsien 
DEFERRED CHARGES ..... 4 088 157 5 884 287 Total net worth .......... 176 248 194 148 098 205 
$ 955 803 109 $1 068 696 693 $ 955 803 109 $1 068 696 693 








1954 


1953 





Gross finance receivables acquired $2 467 968 945 


Gross insurance premiums, prior 


to reinsurance.............. 33 289 952 


Net sales manufacturing companies 


Gross income—finance companies $ 75 395 990 


Gross income. ....6scccccccs 135 608° 325 


Total expenses and reserves, etc. 67 330 721 
Interest and discount charges... 20 602 557 
Provision for past service benefits 

under amended retirement plan 2 283 326 


113 584 595 


Earned insurance premiums, etc. 43 159 339 
Gross profit—manufacturing 

ne Pere 13 957 241 
Investment and sundry income. . 3 095 755 


Net income before U.S. and 
Canadian taxes............ ° 


Less U.S. and Canadian taxes 
PE 


$3 111 621 259 


49 718 572 
110 709 890 


$ 82 837 816 


Net income of 
Finance companies........ 
Insurance companies....... 
Manufacturing companies . . 





47 003 129 Total credited to 
earned surplus....... 
16 651 081 Common stock per share* 
2 187 836 UND os 50 cored avecce 
oe U.S. and Canadian tax on 
148 679 862 EP a ar ee 
ne a ea ee 


71 389 320 
25 136 968 


Interest and discount charges— 
times earner 








0000. 








A few facts as of December 31, 1954 and 1953 vee 





1954 1953 

45 391721 52 153 574 
21 162 948 —_28 305 583 
13 949 782 14 492 050 
7 215 929 5 454 085 
2 S 901 866 


$24 228 773 $23 847 991 


$4.86 $5.21 
4.24 6.18 
2.60 2.40 
35.35 32.35 
3.31 3.07 


*The number of shares outstanding at December 31, 1954 increased 
408,245 compared to December 31, 1953. 











Copies of our 43rd Annual Report available upon request 
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PAY ROLL BANK 
ACCOUNT RECONCILIATION 


Editors, THE CONTROLLER: 

I am enclosing a write-up of the basic 
plan for pay roll bank account reconcili- 
ation, successfully used by this division 
since March 1953. In these cost-conscious 
days, the cost savings possibilities in this 
plan may be of general interest. 

Approximately two years ago, the task 
of reconciling pay roll bank accounts was 
assigned to the auditing department. As 
head of this department, I was not particu- 
larly disturbed by the old controversy as 
to whether this was a staff or line function. 
What intrigued me most was developing 
a method of reconciling wherein the audi- 
tor’s test-check method could be used. In 
addition, I recognized that a universal plan 
was needed, one that would fit where pay 
checks were prepared manually, or by 
bookkeeping machines, or on tabulating 
equipment. I further recognized the plan 
should cover such variables as a large 
weekly pay roll for hourly rated employes, 
a medium size semi-monthly pay roll for 
nonexempt salaried employes, and a small 
monthly pay roll for exempt salaried em- 
ployes. 


In my study of the problems involved, I 


realized that if we had a pay roll bank ac- 
count for one specific pay period, and de- 
posited in that account only the total pay 
for that period, and if all the pay checks 
were cashed, we would eventually wind up 
with a bank statement for that account 
with no balance. Accordingly the problem 
was one of how to segregate specific pay 
periods on the bank’s books. Since all 
types of checks come in a variety of colors, 
I decided to use color as the means of seg- 
regating. 

During the first ten months of operating 
this plan we issued more than 270,000 pay 
checks and, being wary, made detailed 
reconciliations on a little more than half 
the accounts. Currently we make detailed 
reconciliations in less than 10% of the 
cases. In actual practice we use one color 
for eight consecutive pay periods since 
this gives us 40 weeks in which the checks 
clear. We do this because we have a large 
turn-over in employment in some loca- 
tions and a few people hold their checks 
for a long period of time. 


A. C. BELGARD 

Assistant to the Controller 

Doehler-Jarvis Division of 
National Lead Company 

Toledo, Ohio 








YOUR MISSING 


STOCKHOLDERS 


CAN BE FOUND AT A 
VERY NOMINAL COST 


TRACERS Co. 


OF AMERICA 
515 MADISON AV. N.Y. 21 N.Y. 








156 





The Color Pay Roll Bank Account 
Reconciliation Plan 
The usual method of reconciling pay rol) 


bank accounts consists of the following four 
steps: 


_ 


. Sorting the checks into numerical order. 
Determining the check number and 
amount of each outstanding check by 
checking the cancelled checks against the 
pay roll register. 

. Listing the outstanding checks by check 

number and amount. 

4. Reconciling the balance per the bank 
statement to the general ledger balance. 


N 


Ww 


This monthly task usually costs from 
$10.00 to $20.00 per thousand checks, 
These costs may be substantially reduced 
(by at least 90%) by the use of the color 
reconciliation plan. 

The color reconciliation plan uses the var. 
ious colors of paper stock on which pay 
roll checks may be printed as a means of 
segregating pay roll periods. This plan rec. 
ognizes the fact that substantially all pay 
roll checks are cashed within a short period 
of time (usually well within a_ five-week 
period after date of issue) and that the total 
amount of uncleared checks for a given pay 
roll period after the five-week period is but 
a minute fraction of the total pay roll. It 
further recognizes that the cost of determin- 
ing the amount of each uncleared check and 
its number exceeds by far the value of such 
information. 

The procedure followed in establishing 
the color plan is as follows: 


_ 


. Order your pay roll checks printed on 
various colored paper stock. Suggest us- 
ing at least six different colors. 

. Tell your bank to establish six pay toll 
accounts for you, one for each of the six 
colors. Tell them that each week you 
will use a different color pay check and 
that you want them to charge these col- 
ored pay checks to the appropriate color 
account. Also tell them that you will de- 
posit the total weekly pay roll in the ap- 
propriate color account. 

. Tell your pay roll department to use a 
different color each week and to deposit 
the total amount of the week’s pay roll 
in the appropriate color bank account. 


nN 


Ww 


The procedure used in reconciling each 
color bank account is as follows: 


1. Set up a columnar sheet with two col- 
umns for each color account, one labeled 
“Deposit” the other “Balance per bank 
statement.” 

2. Set up a file drawer for each color ac- 
count. 

3. When the bank returns the cancelled 
checks and their statement, post the de- 
posit and the closing balance to the col- 
umnar sheet. Riff the checks to make sure 
they are all the same color. Check the de- 
posit against the total pay roll. Put the 
checks and the statement in the appropt'- 
ate file drawer. 

4. When a color account has been open for 
five weeks and a balance is still shown 
on the bank statement, write off this bal- 
ance to unclaimed wages by drawing 4 
pay roll check for this amount and de- 
positing this check in your regular bank 
account crediting unclaimed wages. If the 
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FOR ALL STATES + FOR YOUR STATE £ 


roy 


State Tax Reports... 


¢ State taxation once was easy. The property tax, a franchise tax, and 
a few license taxes made up the picture. But now all this is changed. 





@ New and drastic forms of taxation have been created, rates have sky- 

rocketed, more and still more tax money is demanded. Today, as never before, 
correct, continuing tax information is vital to effective, economical business management. 
And not just at return time, but all through the year. Tax control must be carefully planned, 
plans constantly revised to match the swift pace of present-day tax changes. 


® For these basic reasons Tax Men everywhere welcome the special assistance of CCH’s 
State Tax Reports. 


* Forty-eight states and the District of Columbia are each individually covered by CCH's 
State Tax Reports, each state the subject of its own reporting unit. Swift, accurate, con- 
venient, the informative regular issues of each unit keep your tax facts and information 
constantly up-to-the-minute. Coverage includes new laws, amendments, regulations, rul- 
ings, court and administrative decisions, return and report forms—in short, everything 
important or helpful in the sound and effective handling of corporate or individual state 
taxes and taxation. 
Write for Full Details of Reporting for Your State 


COMMERCE, CLEARING, HOUSE, .INC., 


ARAN MARA ARAN 


PUBLISHERS OF TOPICAL LAW REPORTS 





CHICAGO 1 NEw YORK 36 WASHINGTON 4 
214 N. MICHIGAN AVE. 522 FiFTH AVE. 1329 E STREET, N. W. 


CCH TOPICAL LAW REPORTS 
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MAILING 
by Charles B. Lunsford 


DEVELOPMENT 
by Winfield |. McNeill 


by Norton M. Bedford 








bank statement shows an overdraft and 
the amount of the overdraft is less than 
the amounts previously written off to un- 
claimed wages for the color account, 
draw a check on your regular bank ac- 
count, charging unclaimed wages, and 
deposit this check in the pay roll ac- 
count. 


Whenever an overdraft situation develops 
in any color account it pays to make a few 
simple checks to determine if the overdraft 
is the result of clerical errors. It pays to 
first check the deposit to see if it agrees with 
the total pay roll, then look through the re- 
turned checks to see if they are all the same 
color, and finally check to see if pay roll 
checks were drawn in advance of the regular 
pay date and, if so, if the proper color was 
used. If none of these checks discloses an er- 
ror and the amount of overdraft is greater 
than the amounts previously written off 
to unclaimed wages, further investigation 
should be made provided the amount in- 
volved is substantial. 


APPRECIATION EXPRESSED 


Editors, THE CONTROLLER: 

Under dates of March 16 and May 25 
you have given permission for the duplica- 
tion of the article by Dr. Ruth Alexander 
entitled “‘Can Capitalism Survive?” (THE 
CONTROLLER—February 1954) Again we 


Forthcoming Features 


iN THE CONTROLLER 


3% COST REDUCTION THROUGH MECHANIZED 
3% ACCOUNTING FOR RESEARCH AND 


¥%& PRACTICAL LIMITATIONS IN THE USE OF 
VARIABLE COSTS FOR PLANNING 





wish to express our appreciation. Enclosed 
are three copies of this very excellent writ- 
ing. As of today we have not given wide 
distribution to this article but copies have 
been placed in the hands of organization 
heads and other individuals where they 
may be most beneficial. ~ 

I know of no greater service to our na- 
tion than to have such writings as these 
read by college teachers and students. 
High School teachers would, likewise, 
greatly benefit although it wouldn’t fare 
quite so well with high school students. 


ORVILLE A. WELLER 
P.O. Box 840 
Presidents’ Round Table 
Denver, Colorado 


CON AND COMP .. . AGAIN! 


Editors, THE CONTROLLER: 


What with all the controversy re the 
spelling of controller or comptroller that 
has been published in your columns, I 
thought I’d write to tell you that in a 
“Register of Artists, Engravers, Book- 
sellers, Bookbinders, Printers & Publishers 
in New York City, 1633-1820” published 
by the New York Public Library, there ap- 
pears the following: 
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DUNCAN, WILLIAM 
Accomptant and Editor of Directory 
21 Crown Street, 1791 


Now the accountants can get in the act! 
(Small-type footnote in Webster says— 
“archaic form of accountant.’’) 


CST 
New York 


THE ARTICULATE CONTROLLER 


Editors, THE CONTROLLER: 


In your March 1954 issue you carried 
an interesting and provocative article by 
Glenn E. Mills entitled ‘Making Control- 
lers Articulate.” I recognize that your 
space limitations make it impossible for 
Dr. Mills to develop the subject in greater 
detail. His article, however, was so inter. 
esting that I would like to have some te- 
lated reading and would appreciate it if 
you could suggest some articles or books 
along similar lines. Thank you very much. 


LAS 
San Francisco, Calif. 


Some related reading: 
“How to Talk Well” by Dr. James F. Ben- 
der, McGraw-Hill Publishing Co., New York. 
“The Art of Plain Talk” by Rudolph Flesch, 
Harper & Brothers, New York. 
“Public Speaking for Businessmen” by Wil- 
liam Hoffman, McGraw-Hill Publishing Co., 
New York. 
“Practical Business Speaking” by William 
P. Sandford and W. H. Yeager, McGraw-Hill 
Publishing Co., New York. 

—The Editors 





ACCOUNTANTS 


Foreign Employment 


Graduate Accountants with min- 
imum 2 years’ Accounting or Of- 
fice Management experience. 


Must be capable of reading, 
speaking and writing ARABIC. 


Write giving full particulars re- 
garding personal history and 
work experience. Please include 
telephone number. 


Recruiting Supervisor, Box 19 


ARABIAN AMERICAN 
OIL COMPANY 


505 Park Avenue 
New York 22, New York 
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y 
e act! 
says— 
tied | Before the Proxy Contest: 
le by J A 10-Point “Ounce of Prevention” 
pos Ten points of an effective stockholder relations program 
e for were presented recently by the American Institute of Man- 
reater agement, New York, for corporations to consider as a means 
inter- of improving shareholder relations and thereby preventing 
le fe- proxy contests. 
it if The organization pointed out that “the management 
00s which rejects progress, or fails to recognize the steward- 
nuch, A ea Ve 
ship of funds which is implicit in the management func- 
tion, is itself manufacturing its problems.” The ten steps 
prescribed in the report follow: 

1. In all proxy requests management should emphasize 
ni the stockholders’ opportunity to participate in company 
York. affairs. 
lesch, 2. Management should maintain the closest possible per- 

sonal contact with stockholders, particularly those who 
= are large owners of the company’s shares. 

3. Quarterly or other interim reports should highlight the 
liam company’s recent activities, to remind stockholders of 
ane management's current efforts on their behalf. 
sai 4. Management should “‘study the sore spots’ of recent 


proxy contests in its field, to help it avoid policies that 
lend themselves to misinterpretation. 

5. Reader interest of annual reports can be enhanced by 
items about top management people, their functions, 
and summaries of company activity. Charts and finan- 
cial statements should be concise and simple. 

6. Management should explain fully why it adopts or re- 
jects certain industry developments, especially where 
stockholder interest in that development has run high. 

7. Comparative data should be used in reports and insti- 
tutional advertising to show the company’s progress. 

. “Any proper devices” should be employed to remove 
doubt, misinformation, and lack of knowledge about 

: the company, as well as to encourage the stockholders’ 

1 feeling of identification with it. 

. Should weak spots become objects of exploitation by 
an outside group and a proxy contest ensue, “the in- 
cumbents should make full and accurate disclosure of 
all matters which are cited.” 

10. Management should make it clear to stockholders that 
its use of a reputable and experienced proxy solicitor 
in the event of a contest is in their interest. For one 
thing, it permits management to carry on its normal 

J duties of conducting company business. 

















“Physician, Heal Thyself” 

From time to time, we have carried articles and editorial 
comments in these pages about the importance of control- 
ling and reducing office records. Heeding our own counsel, 
we are therefore happy to report that in a recent records 


E clean-up program, the editorial side of our operations re- 


corded a reduction of 31.5 per cent in file requirements 
due to elimination of out-dated material and records. 

While that was under way, we noted with interest the 
advertisement of a major insurance company which, for 
example, uses sewing machines to stitch together all corre- 
spondence which applies to a policy. It is claimed that this 
method simplifies filing and eliminates the need, in this 
company’s operations, for three million folders, three 
million paper clips and one and one-half miles of file 
drawers. Are we behind the times in learning of this novel 
approach to records reduction programs or has something 
definitely new been added? 

Obviously, this company has successfully adapted the old 
proverb about the “stitch in time.” 


Pity the Profit-Maker 

Sales and profits in 2500 companies recently surveyed by 
the American Management Association have risen much 
more rapidly, percentagewise, than has executive compensa- 
tion in the same companies. In the survey, covering 1949 
through 1953, the average aggregate compensation of 20,- 
000 executives showed an increase of 23.5 per cent, but in 
the same period, sales of the companies were up 6o per cent 
and profits after taxes had risen by 28 per cent. 


“A Dollar Saved .. .” 

As our economy becomes increasingly competitive, it is 
interesting to note that noncollection of accounts rather than 
inadequate sales volume has become an important factor in 
the financial stability of a company. According to a recent 
study by American Credit Indemnity Company of New 
York, about ten per cent of failures in certain wholesale, 
manufacturing and servicing industries was attributed to 
poor handling of collections of accounts receivable. This 
emphasizes once again the truth in the adage, “‘a dollar saved 
is a dollar earned.” 


More Debt: Less Debt 


If you wish confirmation that ours is indeed a dynamic 
nation, consider this fact: the population is rising faster than 
the national debt. This interesting point came to light when 
President Eisenhower's recent budget message was pre- 
sented, indicating that the national debt, which was $271.3 
billion on June 30, 1954, will be $276 billion by mid-1956. 
If the population trend continues, however, there will be 
168 million people by mid-1956, according to Census Bu- 
reau estimates, with the result that the per capita debt of 
$1,671.25 on July 1, 1954 will fall to $1,642.86 by July 
I, 1956. 

‘For this relief,’’ as Shakespeare wrote, “‘much thanks.” 

—PAUL HAASE 
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“.,. SUIAP has completely revolutionized 
the keeping of A/R records.” 


















“ .. Initial cost will be absorbed in a matter 
of one or two years.” 








“...We saved approximately $22,000 
the first year.” 











... handles charges and credits 
50% faster.” 










“,.. End of month balancing takes 
75% less time.” 


iia LOOK WHO’S 


TALKING ABOUT 


‘... eliminates monthly 


statements.” / J ks ’ Company officials, all accountants, are 
| talking about SUIAP, the Remington 
Rand *Simplified Unit Invoice Account- 
ing Plan, and these are some of the things 
they’ve said. 

If you want to simplify and reduce your 
Accounts Receivable handling costs, it will 
pay you to investigate this easy-to-install 
plan that’s ideal for businesses of every 
type and size now using invoices. Get an 
actual case history of SUIAP in action by 
writing Room 1417, 315 Fourth Avenue, 


& 
Memingtor. Fbardl New York 10, New York. Ask for CR874. 
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Pricing a New Product 


Joel Dean 


EW PRODUCT PRICING is important in 

two ways: it affects the amount of 
the product that will be sold; and it de- 
termines the amount of revenue that will 
be received for a given quantity of sales. 
If you set your price eo hah you will be 
likely to make too few sales to permit you 
to cover your overhead. If you set your 
price too low you may not be able to cover 
out-of-pocket costs and may face bank- 
ruptcy. 


WHAT IS DIFFERENT ABOUT 
NEW PRODUCTS? 

New products that are novel require a 
different pricing treatment than old prod- 
ucts because they are distinctive; no one 
else sells quite the same thing. This dis- 
tinctiveness is usually only temporary, 
however. As your product catches on, your 
competitors will try to take away your 
market by bringing out imitative substi- 
tutes. The speed with which your product 
loses its uniqueness will depend on a 
number of factors. Among these factors 
are the total sales potential, the invest- 
ment required for rivals to manufacture 
and distribute the product, the strength of 
patent protection, and the alertness and 
power of competitors. 

Although this process of competitive 
imitation is almost inevitable, the com- 
pany that introduces the new product can 
use price as a means of slowing the speed 
of competitive imitation. Finding the 
“right” price is not easy, however. New 
products are hard to price correctly. This 
is true both because past experience is no 
sure guide as to how the market will react 
to any given price, and because competing 
products are usually significantly different 
in nature or quality. 

In setting a price on a new product you 
will want to have three objectives in 
mind: 


Getting the product accepted 

Maintaining your market in the face of 
growing competition 

Producing profits 

Your pricing policy cannot be said to be 


successful unless you can achieve all three 
of these objectives. 


WHAT ARE YOUR CHOICES 
AS TO POLICY? 

Broadly speaking, the strategy in pric- 
ing a new product comes down to a choice 
between (1) “‘skimming’’ pricing, and 
(2) ‘‘penetration’”’ pricing. There are a 
number of intermediate positions, but the 
issues are made clearer when the two ex- 
tremes are compared. 

Skimming pricing. For products that 
represent a drastic departure from ac- 
cepted ways of performing a service or 
filling a demand, a strategy of high prices 
coupled with large promotional expendi- 
tures in the early stages of market devel- 
opment (and lower prices at later stages) 
has frequently proven successful. This is 
known as a skimming price policy. 

There are four main reasons why this 
kind of skimming price policy is attractive 
for new and distinctive products: 


First, the quantity of the product that 
you can sell is likely to be less affected by 
price in the early stages than it will be 
when the product is full-grown and imita- 
tion has had time to take effect. This is 
the period when pure salesmanship can 
have the greatest effect on sales. 

Second, a skimming price policy takes 
the cream of the market at a high price be- 
fore attempting to penetrate the more 
price-sensitive sections of the market. This 
means that you can get more money from 





those who don’t care how much they pay, 
while building up experience to hit the 
big mass market with tempting prices. 

Third, this can be a way to feel out the 
demand. It is frequently easier to start out 
with a high ‘‘refusal’” price and reduce it 
later on when the facts of product de- 
mand make themselves known than it is to 
set a low price initially and then boost the 
price to cover unforeseen costs or exploit 
a popular product. 

Fourth, high prices will frequently pro- 
duce a greater dollar volume of sales in 
the early stages of market development 
than a policy of low initial prices. If this 
is the case, skimming pricing will provide 
you with funds for financing expansion 
into the big-volume sectors of your mar- 
ket. 


A skimming-price policy is not always 
the answer to your problem, however. 
High initial prices may safeguard profits 
during the early stages of product intro- 
duction, but they may also prevent quick 
sales to the many buyers upon whom you 
must rely to give you a mass market. The 
alternative is to use low prices as an enter- 
ing wedge to get into mass markets early. 
This is known as penetration pricing. 

Penetration pricing. This approach is 
likely to be desirable under the following 


conditions: 
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an economic and management consultant, is professor of Business Economics in 
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First, when the quantity of product sold 
is highly sensitive to price, even in the 
early stages of introduction. 

Second, when you can achieve substan- 
tial economies in unit cost and effective- 
ness of manufacturing and distributing 
the product by operating at large volumes. 

Third, when your product is faced by 
threats of strong potential competition, 
very soon after introduction. 

Fourth, when there is no “‘elite’’ mar- 
ket—that is, a body of buyers who are 
willing to pay a much higher price in 
order to obtain the latest and best. 


The decision to price so as to penetrate 
a broad market can be made at any stage 
in the product's life cycle, but you should 
be sure to examine this pricing strategy 
before your new product is marketed at 
all. This possibility certainly should be 
explored as soon as your product has es- 
tablished an elite market. Sometimes a 
product can be rescued from a premature 
death by adoption of a penetration price 
policy after the cream of the market has 
Sista skimmed. 

The ease and speed with which com- 
petitors can bring out substitute products 
is probably the most important single con- 
sideration in your choice between skim- 
ming and penetration pricing at the time 
you introduce your new product. For prod- 
ucts whose market potential looks big, a 
policy of low initial prices (‘‘stay-out 
pricing’) makes sense, because the big 
multiple-product manufacturers are at- 
tracted by mass markets. If you set your 
price low enough to begin with, your 
large competitor may not feel it worth his 
while to make a big production and distri- 
bution investment for slim profit margins. 
In any event, you should appraise the 


I 
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competitive situation very carefully for 
each new product before you decide on 
your pricing strategy. 


WHAT SHOULD YOU LOOK 
AT IN SETTING A PRICE? 

When you have decided on your basic 
pricing strategy you can turn to the task of 
putting a dollars-and-cents price tag on 
your new product. In order to do this you 
should look at at least five important fac- 
tors: 


Potential and probable demand for your 
product 

Cost of making and selling the product 

Market targets 

Promotional strategy 

Suitable channels of distribution 


DEMAND 

The first step in estimating market de- 
mand is to find out whether or not the 
product will sell at all—assuming that 
the price is set within the competitive 
range. That is, you should find out 
whether or not this product fulfills a real 
need, and whether enough potential cus- 
tomers are dissatisfied with their present 
means of filling that need. To do this, you 
should make some estimate of the total 
potential market for the new product and 
all its competing substitutes and then esti- 
mate the portion of this potential that 
your product is likely to get. 

Next you should determine the com- 
petitive range of price. This will be easier 
when substitutes are relatively close or 
when customers are familiar with the cost 
and quality of substitutes and act ration- 
ally on the basis of performance. 

The next step is to try to guess the prob- 
able sales volume at two or three possible 


















“Don’t let any more of our salesmen in to see me!’ 
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prices within the price range. The best 
way to do this is by controlled experi- 
ments; next best is by a close estimation 
of buyers’ alternatives in the light of mar. 
ket preference. 

Finally, you should consider the poss- 
bility of retaliation by manufacturers of 
displaced substitutes. If your new product 
hits any one of your competitors hard 
enough, you may be faced with price re. 
taliation. The limit to this price cutting is 
set by the out-of-pocket cost of the price. 
cutting competitors. Therefore, some 
knowledge of the out-of-pocket cost of 
making competing products will be help. 
ful in estimating the probable effects of a 
particular price. 


COSTS 

Before going ahead with your new 
product, you should estimate its effect on 
your investment, your costs, and your 
profits. First you should estimate the 
added investment necessary to manufac. 
ture and distribute the new product. This 
investment estimate should include estj- 
mates of increased working capital that 
will be required at various sales volumes, 
Then you should estimate the added costs 
of manufacturing and selling the product 
at various possible sales volumes. The way 
to estimate costs is to calculate what your 
total costs would be with and without the 
new product; the difference should be as- 
signed to the new product. Allocations of 
overheads that you are already incurring 
should not be assigned to the new product 
because they will be the same whether or 
not you go ahead with the addition to 
your product line. 

In building up your two sets of cost and 
investment figures—one showing the sit- 
uation without the new product, and the 
other showing the contrasting situation 
with the new product added to your line 
—be sure to take into account all petti- 
nent items. It often happens that com- 
panies which lose money on new products 
have run into trouble because of unantici- 
pated costs or investment requirements 
which have absorbed most of or all the 
profits realizable from the new idea. 

New product costs may be segregated 
into half a dozen main categories: 


Direct labor 

Materials and supplies for production 

Components purchased outside 

Special equipment (such as jigs, dies, fix- 
tures and other tools) 

Plant overhead 

Sales expenses 


Direct Labor. Methods of estimating di- 
rect labor may be built up in one of three 
ways: (1) You can compare each opera- 
tion on each component with accumulated 
historical data, from your files, on similar 
operations for similar components, (2) 
you can develop a mockup of the proposed 
work-place layout and actually time an op- 
erator who performs a series of manufac- 
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turing operations, simulated as accurately 
as possible, (3) you can apply one of sev- 
eral systems of predetermined, basic-mo- 
tion times which are currently available 
from private sources. 

Make certain, however, that you include 
any added time used for set-up work, or 
needed to take the item from its transpor- 
tation container, perform the operations, 
and return the item again to its transpor- 
tation container. When the total direct 
labor time is determined multiply it by the 
appropriate labor rates. 


Materials and Supplies for Production. 
In developing reliable cost figures for ma- 
terials and supplies make a methodical list 
of all requirements. Having listed every- 
thing in an organized fashion, you can 
enter the specifications and costs on a 
manufactured-component estimate form. 
Remember to include any extra costs 
which may be incurred as a result of re- 
quirements for particular length, widths, 
ualities, or degrees of finish. Allowances 
da scrap should also be made as accu- 
rately as possible and corrected by apply- 
ing a salvage factor if the scrap can be 
sold or reused. 

Components Purchased Outside. Place 
your specification for parts purchased 
from other concerns with more than one 
reliable supplier and get competitive bids 
for the work. But in addition to price con- 
siderations be sure to give proper weight 
to the reputation and qualification of each 
potential producer. Moreover, if you use 
a substantial volume of purchased parts 
you may want to use a “plus” factor above 
the cost of the components themselves to 
cover your expenses involved in receiving, 
storing, and handling the items. 

Special Equipment. Take careful pre- 
cautions against making a faulty analysis 
of your expense and investment in special 
jigs, dies, fixtures, and other tools which 
you will need to produce the new product. 
To avoid trouble in this area make a table 
showing all cases where special equipment 
will be needed. The actual estimating of 
the costs of such equipment is best done 
by a qualified tool shop—your own if 
you have one or an outside organization. 
Here again, competitive bidding is an ex- 
cellent protection on price. Do not include 
costs of routine inspection, service, and re- 
pair; these are properly charged to plant 
overhead. 

Plant Overhead. The overhead item 
may be estimated as a given percentage of 
direct labor, machine utilization, or some 
other factor determined by your account- 
ants to be the most sensible basis. In this 
way you can allocate satisfactorily charges 
for administration and supervision, for 
occupancy, and for indirect service related 
to producing the new product. Overhead 
allocations may be set up for a depart- 
ment, a production center, or even, in 
some cases, for a particular machine. In 
calculating plant overhead make certain 
that in setting up your cost controls, your 





FTC AND “FAIR TRADE” 


If a manufacturer is lax in enforcing his retail price-fix- 
ing contract with all outlets, there is no legal obligation for 
anyone to observe his “fair-trade’’ prices, according to an 
FTC letter to a trade group. The gist of the letter was that 
FTC has no authority to “enforce” the fair-trade laws but 
that there are various means of ‘‘self-help’”’ available to re- 
tailers. Under self-help the retailers could ignore the fixed 
prices and/or go into court and ask for an injunction which 
would prevent selling specific items at less than fair-trade 


prices. 
e e e os e es e 7” ee — 
accountants have not overlooked any 


proper indirect special charges which will 
have to be incurred because of the new 
product. 

Sales Expenses. Your estimates of sales 
revenue at various potential volumes can 
now be compared with your estimates of 
added costs at those volumes. The differ- 
ence will be the added profits of introduc- 
ing the new product. Although the costs 
themselves probably should not be used as 
a basis for setting price, you should not 
go into any venture that will not produce 
for you a rate-of-return on the added in- 
vestment required that is adequate to com- 
pensate for the added risk and still be at 
least as high as the return you could get 
by investing your money elsewhere. If no 
price that you set will provide enough rev- 
enue to produce an adequate profit over 
your added costs, then you should either 
drop the venture, try to cut costs, or wait 
for a more favorable time to introduce the 
product. 


MARKETING TARGETS 

Assuming that the estimates of market 
demand and of cost and investment have 
been made and that the profit picture 
looks sufficiently rosy, you are now in a 
position to set up some basic goals and 
programs. A decision must first be made 
about market targets—that is, what mar- 
ket share or sales volume should be aimed 
at ? Among other factors, you should prob- 
ably consider what effect it will have upon 
investment requirements, whether or not 
your existing organization can handle the 
new product, how it fits in with the rest 
of your present product line, and so forth. 
These decisions should be made after a 
cold-blooded survey of the nature of your 
new product and of your company’s or- 
ganization and manufacturing and distrib- 
utive facilities. 


PROMOTION 
Closely related to the question of mar- 
ket targets is the design of promotional 
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strategy. As an innovator, you must not 
only sell your product, but frequently you 
must also make people recognize their 
need for this kind of product. Your prob- 
lem here is to determine the best way of 
“creating a market.”” You must determine 
the nature of the market and the type of 
appeal that will sell the product and se- 
cure prompt acceptance by potential buy- 
ers. And you should also estimate how 
much it will cost you to achieve this goal. 


CHANNELS OF DISTRIBUTION 

Frequently, there is some latitude in 
your choice of channels of distribution. 
This choice should be consistent with 
your strategy for initial pricing and for 
promotional outlays. Penetration pricing 
and explosive promotion calls for distri- 
bution channels that promptly make the 
product broadly available. Otherwise you 
waste advertising or stymie mass-market 
pricing. Distribution policy also concerns 
the role you wish the dealer to play in 
pushing your product, the margins you 
must pay him to induce this action and 
the amount of protection of territory and 
of inventory required to do so. 


YOUR DECISION 

These are the factors you should look 
at in setting a price. Estimating these fac- 
tors shrewdly and objectively requires spe- 
cialized training and experience. Good es- 
timates will make your pricing more real- 
istic and successful. But pricing cannot be 
established by formula. Combining these 
factors into a pricing policy requires judg- 
ment. In the last analysis you must pull 
all the estimates of the experts together 
and arrive at your own decision. You will 
want to make sure that the pricing analysis 
is guided by sound principles and that the 
activities of your specialists are all geared 
toward the same end—devising a sound, 
effective marketing and promotional pro- 
gram in conjunction with a price that will 
meet your objectives of market acceptance, 
competitive strength, and profits. 
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Profit Planning: 


Irving D. Dawes 


SHORT-TERM PLANNING 

or the purpose of this discussion it 
F would seem proper to consider a short 
term as not over a year, with probable 
subdivisions into quarters and then into 
months. Perhaps it may cover even indi- 
vidual weeks in cases where such short 
periods are of importance. 

One of the first items of consideration 
is the accuracy factor which, of course, is 
involved in all plans or forecasting for the 
future. While there are probably excep- 
tions, it can be said in general that the 
shorter the planning period, the greater 
the accuracy that can be expected. This 
permits much more specific and detailed 
planning than can be expected for the 
long term. The short view should, there- 
fore, enable the planning to be done with 
greater confidence. This is because there 
is small likelihood of any violent changes 
in the conditions presently prevailing 
either in the industry or general business 
world or, more particularly, in the general 
operations of the company. Raw material 
and production costs for the period under 
consideration will be pretty well set or 
known and as a matter of fact a substan- 
tial part of the cost of sales falling within 
the period under consideration probably 
will be already in the inventory. Likewise 
current expenses, whether production, sell- 
ing, administrative or general should be 
quite well fixed—except those that may 





vary directly with volume—even for a 
period as long as a year. 
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The Controller’s Part 


The main object of short-term planning 
being presumably to depict a certain profit 
for the period, either minimum, maxi- 
mum or by ranges, the framework on 
which it must be based is logically a pro- 
forma operating or income statement of 
the usual type. This will be either con- 
densed or in as much detail as required. 
This, of course, would be nothing but an 
operating budget. 

Given certain basic information by the 
other members of the planning team, the 
controller will make little difficulty about 
preparing such a budget and thereby 
translating the plans into terms of finan- 
cial results to the company. Primarily he 
must know the estimated or planned sales 
and production for each product, both in 
terms of quantity and selling price. He 
must know also the probable costs of raw 
material going into the product and 
whether any substantial changes in labor 
rates are in the offing; also if any radical 
changes in sales territories, sales person- 
nel, sales methods or advertising expendi- 
tures are to be considered. The last items 
are of particular weight because of the 
increasing importance of distribution costs 
and the need for the controller to pay 
sharp attention to them. Any great change 
in production policies, such as bringing in 
a new plant or product, the closing down 
of a plant or department or the introduc- 
tion of overtime or additional shifts must 
also be known. 

With all this information at hand, and 
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The types of cost information required for 
short- and long-term profit planning 
can be and usually are quite different 


probably other data not mentioned, the 
controller should not have much trouble 
in making reasonably accurate estimates 
of his production costs and cost of sales 
for the various volumes, kinds and prices 
of products that are involved in the profit 
planning for the period under discussion, 
This, of course, is on the assumption that 
he has a good and well-established cost 
accounting system. Fortunately this is true 
of most progressive companies today. 

All this, of course, is not as simple as | 
have depicted, with merely the applica- 
tion of unit costs to contemplated sales 
and the imposition of regular selling and 
administrative expenses. There are many 
other factors to i considered, most of 
which revolve around cost and other in- 
formation that must be supplied by the 
controller. For example, the Planning 
Committee, or whatever its name, must 
decide, as already stated, the volume level 
to be used for planning purposes for the 
period under consideration. How this 
level may be set will be determined often 
by cost information available. 

What, for example, will be the cost and 
business effects of budgeted volumes 
greater or less than normal? The smaller 
volumes that could be obtained at current 
or higher unit selling prices might seem 
all right if costs remain at their normal 
levels, in other words remain at their 
standards. But what about unapplied 
manufacturing overhead that usually ap- 
pears with lower volumes? How much 
would it be and what would be the effect 
on the final financial results ? What about 
cash or “‘out-of-pocket”” unit costs below 
which selling prices should never go? All 
this is information which the controller 
must have and which he can determine 
quite readily with the proper type of cost 
system. Moreover, it covers points fre- 
quently overlooked by the operating men 
who are prone to consider only selling 
prices and readily visible costs, overlook- 
ing the incidental or “fringe” items that 
the controller so often encounters. 

Information of the type mentioned can 
be most valuable in the determination of 
sales policies. Suppose the planning 
should contemplate an increase in sales 
volume higher than could be expected 
from regular normal growth. It might be 
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indicated, for example, that a reduction of 
one dollar in the unit selling price of a 
roduct would produce an - additional 
volume of 100,000 units not now avail- 
able. The dollar reduction, however, 
would have to be effective on both the old 
and the new sales, reducing current profit 
on the former by that amount. The con- 
troller must be ready to show, then, 
whether reduced unit overhead cost on the 
larger volume would offset this drop in 
selling price and to what extent. He 
would also study the effects of the pro- 
posed additional volume on direct selling 
or advertising costs and any other items 
that might be involved. 

In other words the controller should 
be able, from the accounting system and 
other tools under his control, to evaluate 
in financial terms the results which might 
be expected from any suggested plan or 
level of business volume. It is not, per- 
haps, his place to suggest or make de- 
cisions as to the courses to be taken— 
although there might well be occasions 
when he should suggest. However, it is 
his certain duty to see that management 
is provided with the information and the 
alternatives which may be required for 
well-considered judgments as to actions to 
be taken. In this way the controller and 
his system become indeed real tools of 
management. 

All the factors and results of profit 
planning are not by any means confined 
to the profit-and-loss account. Among 
other important concerns are the effects 
on working capital and on fixed capital. 
Let us consider the matter of working 
capital. First as to cash: is the contem- 
plated program within the range of avail- 
able cash or must resort be had to borrow- 
ing? If so, how much and of what type? 
Will collections on current receivables be 
sufficient to supply these cash require- 
ments, or will the additional balances re- 
sulting from a proposed increase in 
volume tie up too large a proportion of 
net working capital? Will the new busi- 
ness involve customers of poorer credit 
fatings, with consequent slower collec- 
tions or greater credit losses? Some of 
these problems can be said to belong to 
the treasurer rather than the controller, 
but in many cases the two are the same. 

Of further importance is the relation 
of the planned program to inventories: 

Will they be increased or depleted as a 
result ? 

Will slow-moving items be released or 
will new products result in inventory 
write-offs on old ones because of obsoles- 
cence ? 

Are the inventories too high in some 
locations and too low in others, perhaps 
(quiring expensive transfers or modifica- 
tions of manufacturing or purchasing pro- 
grams ? 

Has the controller developed turn-over 
tatios for the various raw materials and 
products as a guide to management? 











“Took an aptitude test at the office today. Good thing | own the business!” 


Does he know whether the benefits 
arising from production in larger batches 
Or quantities are more than offset by the 
consequent disadvantages of larger fin- 
ished stock inventories than are actually 
needed ? 

All these aspects are factors which must 
be considered both in the ordinary run- 
ning of the business and in any planning 
involving important changes in volume of 
sales, production and inventories. 

At this point there will be just brief 
reference to fixed capital which is more 
a factor in long-term planning—to be dis- 
cussed later. For the short term it is im- 
portant to know to what extent present 
plant facilities will be used for the period 
being planned. 

Are they more than sufficient, generat- 
ing idle plant expense and unabsorbed 
overhead ? 

Or inadequate and involving much 
overtime, even if not new equipment or 
perhaps buildings ? 

If there is the matter of overtime, to 
what extent can the labor premiums be 
compensated for by the greater absorption 
of fixed and semi-variable overhead ? 

Will accelerated depreciation have to 
be considered because of the more inten- 
sive use of equipment ? 

These are matters and problems with 
which the controller, with the other 
members of the management team on the 
program of short-term planning, should 
be able to cope and speak with knowledge 
and authority. 


LONG-TERM PLANNING 

Long-term planning will be defined as 
covering periods in excess of one year. In 
most cases the period of specific and de- 
tailed planning would probably run from 


THE CONTROLLER.............. 


three to five years. To plan, except in a 
very general way, for longer periods 
ahead would involve both temerity and 
hazard greater than the average manage- 
ment would care to venture. This is es- 
pecially true in these troubled and unset- 
tled times when it would be difficult in- 
deed to find or name what might be called 
a normal year against which future plans 
and budgets could be measured. 

Let us assume therefore that for the 
purposes of this discussion long-term 
planning will be limited to not more than 
a five-year period. This, of course, is not 
completely possible. If, for example, a 
five-year budget contemplates the installa- 
tion of equipment with a working life of 
from ten to fifteen years, it is clear that 
some thought must be given to its use at 
the end of the five-year term. That need 
be only in the realm of general planning, 
however, as detailed budgeting would 
hardly be attempted for such a long 
period ahead. 

While on the subject of equipment and 
capital items it is well to mention that 
they have a much greater importance in, 
and impact upon, long-term budget plan- 
ning than on short-term. They develc’p 
and point up many matters and problerns 
of great moment to the company and of 
direct and immediate concern to the con- 
troller. Part of this is due to the constantly 
increasing importance of mechanical 
equipment and particularly the automatic 
type. Not only are tremendous invest- 
ments required, with their financial and 
other problems, but the elements of de- 
preciation, obsolescence and repairs, to 
say nothing of five-year amortization 
under Certificates of Necessity, become of 
prime importance. Ia many cases these 
elements have replaced labor as the major 
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item of production cost and in others have 
increased greatly their proportion of the 
cost. 

Not to be overlooked in any operating 
or investment discussions—and_particu- 
larly with long-term planning—is the 
matter of corporate income taxes. Not 
quite the same stress will be required as 
in the days of excess profits taxes and 
high war rates, with all the problems 
of invested capital, high maintenance 
charges, etc., but the subject will still be 
a very major one. 

The controller must know the effects of 
five-year amortization charges, what rates 
should be used for current depreciation, 
the tax effects of retiring equipment, the 
best years in which retirements or heavier 
depreciation charges should be made in 
view of prospective changes in corpora- 
tion tax rates, etc. If his company is sub- 
ject to percentage depletion, he must be 
fully informed as to the many and very 
intricate problems involved. 

Likewise he should be aware of the 
greater value of a dollar earned by a de- 
partment of the business having the ad- 
vantage of percentage depletion over the 
dollar made by a division not so favored. 
It may well be that this advantage would 
determine the priority of capital expen- 
ditures where there is not enough for 
both, or cause additional emphasis to be 
placed on promoting the sales of the 
products favored by percentage depletion. 

A very considerable part of this discus- 
sion of long-term planning has been di- 
rected to the fixed capital aspects because 
of their great importance in any long-term 
program. Even so the treatment has neces- 
sarily been sketchy as we must hurry along 
to other matters involved in that type of 
planning. 

Probably the most basic requirement of 
all is a projection, forecast or budget of 
sales for the period to be covered. All 





other items—production costs, invento- 
ries, working capital, fixed capital, fixed 
and variable expenses, etc.—must depend 
upon the sales planning. The determina- 
tion of what the sales estimates should be 
is obviously a matter for the full commit- 
tee, with the sales and chief executives 
playing the principal parts and taking the 
ultimate responsibility. 

The controller, however, can evaluate 
for profit-making purposes the results to 
the company for any given range of sales 
suggested, as well as the collateral needs 
for working capital, etc., just as has been 
described for short-term planning. Per- 
haps he can test out the sales suggested or 
projected for the years being planned by 
relating them to past results and to charts 
and curves of growth. 

Often such charts will show normal or 
natural rates of growth or cycles of be- 
havior that will have real significance in 
any attempts to read the future. Compari- 
son of such charts with the sales projected 
may reveal inconsistencies and improba- 
bilities that could only be overcome by 
special action, if at all, and the need for 
which might not be realized at the time. 

The controller with his familiarity with 
figures, charts, statistical techniques, etc., 
is the logical man in the group to evaluate 
the sales programs presented by the others 
and should accept it as an important part 
of his contribution to planning. 

While the controller can be of little 
help in the forecasting of unit selling 
prices for the long-term planning period, 
he will have knowledge of the general 
business and industry outlooks and thus 
can give some evaluation of the budgets 
for those items. However, he can be more 
helpful, accurate and factual about costs, 


- not so much, perhaps, for materials for 


the long period ahead but to a quite re- 
liable degree for expenses of all sorts and 
even for productive labor. This is because 





“Perhaps we can help you make the payments. There’s a part-time 
janitor’s job open here evenings and Saturday afternoons” 
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such items do not tend to vary so quickly 
or sharply as sales or raw material prices, 
Also he usually has a substantial back. 
ground of past costs, statistics and charts 
forming a very serviceable guide for fu. 
ture estimates. 

Having been given the agreed-upon 
sales budgets, including sales prices, for 
the years to be planned, and with the 
other information available from his past 
figures, judgment and experience, the 
controller is in a position to convert the 
committee’s plans into long-term profit. 
and-loss statements in the same manner as 
for short-term planning. The same degree 
of forecasting accuracy could not be ex. 
pected, however, as, of course, everyone 
would understand. 

Having arrived at these long-term 
profit-and-loss statements it should not be 
too great a chore for the controller to 
work out the collateral factors of working 
capital, including cash, receivables and in- 
ventories. A controller well provided with 
statistics and charts regarding average re- 
ceivables, collection ratios, bad debt 
losses, rates of inventory turnover, etc, 
will have little difficulty in preparing rea- 
sonable and acceptable figures for these 
items to conform with the volume of busi- 
ness being budgeted. 

It should be obvious by now that the 
controller is a very important man in 
profit planning, in fact the key man. This 
is not a bit surprising in view of his 
special and unique position in the cor- 
porate organization. With the possible 
exception of the president or some gen- 
eral executive, such as a general manager 
or executive vice president who came to 
his position through the controllership 
channel, he is the only one who not only 
sees, but experiences the business as a 
whole. He has a perspective that the other 
major executives cannot have. They are 
concentrating on some major aspect of the 
business such as sales, production or 
purchasing. 

While each of these functions has con- 
tact with the others, those in charge can- 
not have close or complete knowledge of 
the other fellow’s operations except at 
points where they may touch or mesh. 
With the controller, however, it is quite 
different: every action, transaction, duty 
or whatever performed by any of the 
others ultimately appears as a change in 
the company’s accounts, affecting either 
its balance sheet or income account or 
both. 

In other words, everything flows 
through the books and accounts, and thus, 
through the controller's bailiwick. By ex- 
perience with, and knowledge of, this 
constant flow he becomes aware of the 
impact of all the corporation’s activities 
on its financial accounts and resources and 
learns to evaluate them—often even be- 
fore they happen. He can translate quite 
readily the various proposals and plans 
into that universal business language, the 
American Dollar. 
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ONE OPERATOR MAILS: Advertising, Publicity 
Notices, Dividends, Bills, Statements, Premiums, 
Price Lists, Catalogs, House Organs, Magazines... 
quicker and faster than 23 pairs of human hands 
..- handling as many as 4,500 pieces of finished 
mail per hour including up to 8 enclosures. 


ONE INSERTING AND MAILING MACHINE 


ELIMINATES: Staffs of temporary mailing crews, 
supervisory time, chaotic mailing preparations 
and excessive floor space —an area of only 7’ x 
10’ is all that’s required and this includes working 
aisles around the unit. 


Whether your regular mailings run 10,000 or 
1,000,000 pieces or more, Inserting and Mailing Machine 
will save time and money. No more labor 

headaches ... no more costly mailing delays. Now, you 
can get your important mailings out on time 

in a minimum of space without expensive mailing 
costs. Outstanding companies in every field throughout 
the country cut mailing costs 80% by mechanization. 
Inserting and Mailing Machine will 

handle 30,000 to 40,000 pieces per day and will pay for 
itself within a year or two. It is used by Banks, 
Manufacturers, Publishers, Mail Order Companies, 
Retailers and Service Organizations. 


Let us make a time-cost study of your mailing operation. 
We will be glad to prepare an Analysis & Proposal for 
you, showing your present mailing costs and the savings 
you will enjoy with Inserting and Mailing Machine. 


INSERTING AND MAILING MACHINE CO. 


PHILLIPSBURG, NEW JERSEY 
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INSERTING AND 
MAILING MACHINE 
SAVES 80% 


Gathers and Stuffs 1 to 8 Enclosures * Seals * Meters 
Postage and Prints Postal Indicia * Counts * Stacks 


Mail Coupon for Facts 


on Mailing Economies. 





INSERTING AND MAILING MACHINE CO. 
PHILLIPSBURG, NEW JERSEY 


[] Please prepare Analysis & Proposal pertaining to 
our mailing needs. 

[] Please send us more information about the machine. 

Individual 
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Converting Management Reports 


Into Profit Builders 


Howard C. Adams and Richard F. Neuschel 


RECENT ONE-DAY CONFERENCE of 
A the American Management Associa- 
tion, on the theme “Reports to Top Man- 
agement,” highlights the unusual atten- 
tion that has been given in the past few 
years to modernizing an old tool of man- 
agement. The conference speakers, repre- 
senting five widely known manufacturing 
companies—Ford, Burroughs, Carrier, 
Koppers, and Thompson Products—out- 
lined the steps taken in their respective 
organizations to simplify and strengthen 
the whole structure of formal reports on 
which so many of management’s planning 
and control decisions are based. 

The size of the audience, over 1,400, 
indicated that a great many executives in 
businesses of all types and sizes have 
caught a glimpse of the promise that lies 
in rebuilding a vast assortment of tradi- 
tional accounting and statistical reports 
into a compact, top-flight body of man- 
agement intelligence. 

Evidence is also beginning to accumu- 
late that there is ample warrant for this 
interest. For example, one consumer goods 
manufacturing company, after a systema- 
tic study to determine real planning and 
control needs at each level of manage- 
ment, was able to reduce its recurring re- 
ports from 560 to 140 and the number of 
copies of reports being distributed from 





consultants. 
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HOWARD C. ADAMS is a 
partner of McKinsey & Com- 
pany, New York management 
He heads 
firm’s practice in management 
control, which includes studies 
aimed at providing top man- 
agement with improved bases 
for executive decisions. He 
joined the firm in 1937, was 
previously with Crucible Steel. 


over 2,800 to 460. An interesting side- 
light is that the number of reports re- 
ceived by the president was reduced from 
83 to 18. 

But reduction in the quantity of infor- 
mation—as badly as it was needed—still 
was not the most important result 
achieved. The big gains—in terms of their 
bearing on management effectiveness— 
were scored in the gzality of the informa- 
tion produced. These were achieved by 
plugging major holes in the report struc- 
ture and ensuring that each executive was 
receiving the facts needed to focus his at- 
tention on the important factors control- 
ing end results. 

The president of the company put it 
this way: ‘I would guess that as a result 
of this study almost 75 per cent of the 
figures have been taken off my desk. And 
yet, for the first time, I have confidence 
that I really know what’s going on and 
that all the important bases are covered. 
This means that we’ve done a whole lot 
more than just eliminate clutter and con- 
fusion by streamlining our reports. That 
was part of the job, to be sure, but our 
main objective was to make certain that 
our reports give us the critical information 
we need to run the business and to tell 
how each segment is contributing to our 
over-all goals.” 





the 





MR. NEUSCHEL 


RICHARD F. NEUSCHEL, with McKinsey & Company since 1945, was named a 
principal of the firm last year. His most recent article in THE CONTROLLER was 
“The Coming of Age of Clerical Cost Control” in December 1952. He is author 
of “Streamlining Business Procedures” and “How to Take Physical Inventory,” 
both published by McGraw-Hill. Mr. Neuschel attended the University of Colo- 
rado, graduated from Denison University and Harvard Business School (M.B.A.). 
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BACKGROUND FOR CONCERN 

One does not need to look far for fac- 
tors explaining the interest that business- 
men are showing in report improvement, 
Among them, the following three seem to 
stand out: 


1. The long-term growth in size and 
ccmplexity of many business organiza- 
tions. This trend has increased manage- 
ment’s dependence on formal written 
summaries of operating results in place of 
the informal, on-the-spot observations or 
judgments made by managements of 
smaller businesses. 

2. The growing need for better ways of 
measuring executive performance. This 
need, in turn, has been sparked by the 
tremendous postwar activity in three 
major fields of management technique: 
decentralization of operations, manage- 
ment development programs, and incen- 
tive compensation for executives. Al- 
though each of these is very much a sep- 
arate and distinct technique, all three have 
a common thread woven through them: to 
be fully successful in any situation, each 
requires the use of objective methods for 
measuring executive performance. 


For example, if decentralization is to 
mean delegation rather than abnegation, 
then the executive who used to ‘run the 
whole show” himself must learn instead 
how to evaluate the way someone else is 
running it. 

Again, one of the key steps in many 
formal management development pro- 
grams is determination of the profit-mak- 
ing components of individual jobs in 
order to help show executives exactly what 
is expected of them, and in that way to 
build commonly understood bases for 
evaluating results achieved. 

Finally, the most significant characteris- 
tic of successful executive compensation 
plans is that they achieve the maximum 
incentive or motivational value by ensur- 
ing that each person’s incentive pay 1s 4 
real reflection of his own performance. 
This, in turn, emphasizes the need for 
greater skill in measuring performance of 
the executive jobs to which the incentive 
plan applies. 

Thus, all three of these techniques call 
for re-evaluation of the structure of for- 
mal management control reports that ex- 
ists in nearly every company—for this 1s 


YUM 





one. 
erf 
a 
inter 
x 
(apa 
Witl 
troni 
num 
ginn 
ilate 
tellig 
to ge 
busit 
faste 
tions 
verte 
that 
need 
what 
the 
the 
ment 
need 
and 
can | 
notis 
prod 
they 
TI 
atten 
store 
techr 
ever 
doub 
office 
the d 
fulne 
matic 
smal] 
be F 
team 
ecuti 
stran 


STRE 
CON 

As 
inter 
discu 


appr 


contr 


PLAN 

TI 
with 
ment 
icall 
but 
migh 
To ; 
these 
ports 
a job 
form 
spons 
planr 
(1) 
eratir 
the f 
reach 
folloy 


yr fac- 
siness- 
ment. 
em to 


e and 
Aniza- 
inage- 
/ritten 
ace of 
Ns OF 
ts of 


ays of 
This 
y the 
three 
que: 
nage- 
ncen- 
Al- 
 sep- 
have 
m: to 
each 
Is for 


is to 
ition, 
1 the 
stead 
Ise 1S 


nany 

0- 
es 
5 in 
what 
y to 

for 


eris- 
tion 
num 
sur- 
is a 
nce. 

for 
e of 
tive 


call 
for- 
ex: 
s is 





Vira 


one of the principal means through which 

erformance results are summarized, meas- 
ured, and made known to those who must 
interpret them. 

x. The development of faster, larger- 
tapacity in formation-producing equipment. 
With the expanding application of elec- 
tronic machines to business procedures, a 
number of thoughtful businessmen are be- 
ginning to wonder if our ability to assim- 
late and use management information in- 
telligently has kept pace with our ability 
to generate it. To the author of a recent 
business article on getting “more facts 
faster,” one is impelled to raise such ques- 
tions as these: Are we becoming so di- 
vetted by the lure of office mechanization 
that we have lost sight of a far greater 
need to sharpen our skills in determining 
what information is of real worth? With 
the promise of an enormous increase in 
the volume of information, is manage- 
ment moving toward the day when it will 
need to be rescued from its accountants 
and its statisticians? What specific steps 
can be taken to avoid the outa hyp- 
notism that will cause high-speed figure- 
producing devices to do more harm than 
they do good ? 

These are questions to which increasing 
attention is being given in an effort to re- 
store balance between rapidly evolving 
technique and skill in applying it. How- 
ever they are answered, there can be little 
doubt but that those who profit most from 
office automation will be those who have 
the discipline and perception and resource- 
fulness to determine, out of all the infor- 
mation that could be made available, what 
small part of it is clearly needed or can 
be profitably used by the management 
team. The alternative, as one company ex- 
ecutive put it, is quite likely to be “report 
strangulation.” 


STRENGTHENING MANAGEMENT 
CONTROL REPORTS 

Against this background of widespread 
interest, opportunity, and need, this article 
discusses three key steps in a fundamental 
approach to strengthening management 
control reports. 


PLANNING VS. CONTROL 

The present discussion will not deal 
with the whole body of formal manage- 
ment information, since that structure typ- 
ically consists of not only control reports 
but also an extensive amount of what 
might be termed “‘planning information.” 
To summarize the distinction between 
these two types of information, control re- 
ports are designed to help tell how good 
a job is being done, what elements of per- 
formance are out of line, and who is re- 
sponsible for them. The basic purposes of 
planning reports, on the other hand, are 
(1) to assist in the development of op- 
erating plans or goals (often expressed in 
the form of budgets) and (2) to help 
teach decisions on courses of action to be 
followed in the future. These, for ex- 





ample, might involve proposed increases 
or decreases in the product line, prices or 
specifications, or in some one of the activi- 
ties of the business. Since the factors to be 
weighed in planning and control processes 
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differ considerably, the reports needed for 
each of the two basic purposes will vary in 
content, form, and timing from those 
needed for the other. Hence, although 
the comments which follow may apply in 
part to planning reports, that fact is only 


incidental to our purpose of considering 
ways to improve management control re- 
ports. 


COMMON COMPLAINTS 

Notwithstanding the great amount of 
attention given to report improvement in 
recent years, the managements of many 
companies freely confess that their in- 
formation structure still falls considerably 
short of desired goals. And this does not 
exclude organizations with highly devel- 
oped standard cost and budgetary control 
systems. Even in these companies, operat- 
ing executives often complain that they 
receive an altogether indigestible amount 
of information. Hence, depending on how 
figure-minded they are, they either ignore 
much of it or are enslaved by it. 

In all probability a much more signifi- 
cant weakness is that even with this flood 
of information, some of the critical pieces 
are typically missing. Whether they are 
conscious of it or not, operating execu- 
tives often do not have a sharp focus on 
some of the key factors affecting success of 
the business as a whole or the contribution 
that their particular function makes to it. 
This is most likely to be true of activities 
or elements of performance that are not 
covered by the accounting system. 

Still another common complaint—this 
one voiced most frequently by top execu- 
tives—is that the report structure lacks 
integration. Instead of being a coherent, 
understandable whole, it tends to be a 
hodgepodge of unrelated bits and pieces 
—some overlapping or conflicting, some 
clear, some confusing. It is not difficult to 
see why this condition develops: in most 
companies the structure of management 
information is the product of neither one 
mind nor one time. Its parts are seldom 
developed according to any conceptual 
scheme. Each came into being without any 
thought having been given to how that 
part related to the whole. 


A COMMON APPROACH 

There seems to be a good bit of evi- 
dence that the real reason for these com- 
mon weaknesses lies not in lack of effort 
to improve management reports but in the 
way the improvement job is tackled. In 
any event, the broad-gauge objective cited 
by the company president earlier in the 
article stands out in sharp contrast to the 
approach followed by another company in 
trying to streamline its reports. The proj- 
ect was initiated by the president in a 
written directive to all department heads. 
It read, in part, as follows: 


“It seems to me that the various reports be- 
ing prepared throughout the company have 
grown to a point where they warrant special 
consideration. Therefore, I should like to 
have a thorough survey made of all our re- 
ports for the purpose of eliminating those 
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MAJOR CONTROL AREAS 


1. Over-all Operating Results. 

2. Financial Position. 

3. Marketing. 

4. Manufacturing. 

5. Inventories. 

6. Research and Development. 

7. Administration and Service Activities. 


8. Personnel Resources and Personnel Adminis- 
tration. 


9. Capital Expenditures. 





EXHIBIT | 


not absolutely essential to the conduct of our 
business. This survey should include the 
simplification or restriction of distribution 
on reports that cannot be discontinued en- 
tirely.” 


The program launched by this state- 
ment of objectives consisted basically of 
these two steps: ‘ 


1. Some of the most questionable re- 
ports were discontinued without notice 
and then reinstated only if the former re- 
cipients “hollered” for them loudly 
enough. 





THE END RESULT 





along without it. On the reports that had 
to be kept—and this included over 95 
per cent—further efforts were made to 
simplify the contents, rearrange columns, 
present some of the information in chart 
form, and the like. 


There are probably few executives 
among businesses of any size who have 
not seen examples of this sort of periodic 
“housecleaning” drive to straighten out 
the company’s reports. And yet, we have 
still to find one who claims that the ap- 
proach has ever produced any far-reach- 
ing or enduring gains. As one administra- 
tive vice president ee it: “We go through 
this sort of thing about every two or three 
years and it never amounts to much more 
than a raking of leaves here and there.” 

Managements of other companies are 
often somewhat less persistent and, after 
one or two attempts, they conclude that 
little can be done about improving their 
report structure and, therefore, are disin- 
clined to tackle the problem again. In 
our experience, however, the real fault lies 
not in lack of improvement opportunity, 
but in these basic defects in the approach 
itself : 


1. It is self-limiting because it ties the 
mind to the make-up of existing reports. 
Its whole focus is on “scrubbing up” what 
you now have. 

2. It provides no reasoned basis for de- 
termining what information is needed. 
The principal criteria for cutting or keep- 
ing reports are personal preference and 
preconceptions. 


THE ELEMENTS OF SALES PERFORMANCE 
COMPRISING THE END RESULT 


Volume or Mix Sold 


Gross Profit at Standard 
Manufacturing Cost 


Merchandising Profit 


Price at Which Sold 


| Selling and Distribution Expense 


4 





Vv 


BROKEN DOWN TO CONFORM TO THE ORGANIZATIONS STRUCTURE OR DI- 
VISION OF RESPONSIBILITY WITHIN THE SALES DIVISION. THIS MIGHT RE- 
FLECT ANY ONE OR A COMBINATION OF THE FOLLOWING BREAKDOWNS. 
* GEOGRAPHIC * PRODUCT ¢ DISTRIBUTION CHANNEL * CLASS OF CUSTOMER 








EXHIBIT II 


2. Copies of all other reports were 
gathered together and analyzed for dupli- 
cation, following which the recipient of 
each copy was asked if he could not get 


3. It is not dynamic. It does not go 
deep enough in trying to rebuild the struc- 
ture of management information into a 
real profit-making tool. It is a negative 
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approach aimed primarily at cutting office 
expense through elimination of unneces- 
sary or duplicate information. 


A NEW APPROACH 

In contrast to this approach (and again 
taking our cue from the company presi- 
dent who achieved the 75 per cent reduc. 
tion in his reports), let us now consider 
some specific ways in which major gains 
can be achieved in this whole area. _ 


Determine Key Control Elements 
The first and most important single 


jstep is to concentrate on defining the 


company’s real performance-measurement 
needs rather than on analyzing what re. 
ports are now being prepared and to 
whom copies are distributed. In other 
words, start at the opposite end from 
where the approach typically begins. In- 
stead of plunging immediately into an 
appraisal of present reports, try first to 
isolate the important elements of perform- 
ance that control end-results achieved— 
that is, the critical factors affecting not 
only short-term profit results, but also 
long-term company growth, competitive 
strength, and profitability. 

By this pee the whole control job 
is broken down into its component parts. 
This means, first, determining the major 
areas ot functions where performance 
measurement is needed, and second, break- 
ing down each area or function into its 
profit-making components—i.e., the key 
elements of performance that have to be 
controlled individually to ensure satisfac- 
tory over-all results. These, in effect, are 
the factors that control each group's total 
contribution to company-wide goals. Thus, 
the end-result of these two steps is an 
outline of performance-measurement 
needs which provides a framework against 
which to project and evaluate all existing 
reports. 

To illustrate this process, the two adja- 
cent exhibits show part of the manage- 
ment information outline of a manufac- 
turing company which followed this ap- 
proach. Exhibit I shows the first break- 
down—a list of the major control areas. 
Exhibit II shows part of the company’s 
second breakdown: a list of key perform- 
ance factors in one major control area— 
marketing. This schematic diagram was 
developed from the attempt to answer 
these two questions: What are the basic 
elements of performance to be controlled 
in this situation? That is, what is the best 
indicator of over-all performance and 
what are the measurable components that 
make up the total end result ? 

It should be noted that this diagram 
covers only those factors that have a direct 
and measurable effect on profits. In any 
given situation, of course, there are always 
other important performance elements to 
be measured in the marketing job and the 
complete outline of the company men- 
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tioned here contained several such addi- 
tional factors. They included trend of 
market penetration, acquisition and loss 
of customers, customer and trade rela- 
tions, and the like. 

As further illustration, following is the 
list of performance factors that this com- 
pany developed for another control area: 
the position of director of purchases. This 
is of interest because, in contrast to the 
above, it covers one of the staff jobs on 
which few if any of the significant ele- 
ments of performance have a direct, short- 
term effect on profits. 


Direct operating costs: 

1. Is departmental budget based on up-to- 
date “engineered standards?’ That is, 
has a comprehensive procedures and 
work measurement analysis been made 
during the past three years? 

. How does actual departmental expense 
compare with budget ? 


nN 


Consequential costs and benefits: 

1. Price performance: On key items pur- 
chased, have prices paid been consist- 
ently at, above, or below the market ? 

2. Results of purchasing research: Have 





better or less costly substitute materials 
been developed or savings opportuni- 
ties uncovered through research into 
different purchase quantities, types of 
supplier, types of packaging, etc. ? 


Delivery performance: 

1. Have delivery promise dates been se- 
cured from suppliers and how well 
have they been met ? 

2. What have been the consequences of 
delivery failures ? 


It should be emphasized that the per- 
formance elements listed here are, of 
course, only illustrative. In any given sit- 
uation, the report structure would be cus- 
tom-tailored to reflect the basic economics 
of the business, the individuality of the 
company, and the critical elements of cost 
and performance on which profits depend. 
Obviously, these elements will vary greatly 
among industries and among companies 
within an industry. What may need to be 
highlighted and watched carefully in a 
basic processing company might be quite 
different from the controlling factors in 
an equipment manufacturer, textile con- 
verter, public utility, chain store, or com- 





MARK YOUR CALENDAR 








1955 Controllers Institute Conferences 


1955 Conference 

APR. 28-30 Easter 

JUNE 5-7 Midwestern 

NOV. 6-9 ANNUAL NATIONAL 


Hotel City 

Royal York TORONTO 
Radisson MINNEAPOLIS 
Statler LOS ANGELES 


OTHER ORGANIZATIONS 


WASHINGTON, D. C. 





MAY 1-3 UNITED STATES CHAMBER OF COMMERCE 
MAY 8-12 NATIONAL ASSOCIATION OF CREDIT MEN CHICAGO 
59th Annual Convention 
MAY 15-17 INSTITUTE OF INTERNAL AUDITORS BOSTON 
Annual Conference 
MAY 19-20 NATIONAL INDUSTRIAL CONFERENCE BOARD NEW YORK 
39th Annual Conference 
MAY 19-20 OHIO STATE UNIVERSITY COLUMBUS 
17th Annual Institute on Accounting 
MAY 22-26 NATIONAL OFFICE MANAGEMENT ASSOCIATION TORONTO 
36th Annual Convention 
MAY 23-25 AMERICAN MANAGEMENT ASSOCIATION NEW YORK 
General Management Conference 
MAY 29-31 NATIONAL ASSOCIATION OF PURCHASING AGENTS NEW YORK 
Annual Convention 
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mon carrier. And even within one com- 
pany, the list of key control elements wil] 
vary from time to time with shifts in in. 
dustry position, ge superiority, dis- 
tribution methods, economic conditions 
availability of raw materials, and the like 


HOW ONE COMPANY HIGHLIGHTED 
KEY PROFIT ELEMENTS 


The experience of one company in a 
processing industry demonstrates the te- 
sults that can be achieved from this way 
of thinking about control information 
needs. As part of an over-all management 
improvement program, the company un- 
dertook to isolate the major areas of profit- 
making opportunity within its internal Op- 
erations. It then sought to build its man- 
agement controls around these key areas, 
The following four changes illustrate the 
character of the improvements that the 
project produced: 

1. A revised operating statement was 
developed to show separately the impor- 
tant components of profit results and the 
group responsible for each of them. The 
previous practice had been to lump to- 
gether the major elements of income and 
cost performance in a single gross profit 
figure, which comprised marketing or 
merchandising profit, variations in manu- 
facturing cost, and gains or losses on raw 
material speculations. Because of this in- 
termingling, accountability for results 
achieved was obscured and management's 
ability to deal with unsatisfactory profit 
performance was correspondingly dimin- 
ished. : 

2. Newly developed reports of sales 
performance by units of responsibility 
were expressed in terms of marketing 
profit realized instead of physical volume 
sold. Previously, the sales control empha- 
sis on tonnage sold had diverted merchan- 
dising and selling attention from high- 
margin specialty products to less profitable 
standard items. 

3. Two reports on purchasing effective- 
ness were brought into being where none 
had existed before. One covered price per- 
formance and indicated the degree to 
which the purchasing department had 
been able to out-perform the market. The 
other showed the realized and unrealized 
profit or loss results of taking a position 
in the commodity market to protect the 
company against anticipated fluctuations 
in raw material prices. Taken together, 
the two reports represented}a major con- 
tribution to management's diive for better 
performance measurement since, within 
the industry, skillful purchase of raw ma- 
terials constituted one of the principal 
areas of profit opportunity. 

4. Still another area in which controls 
were sharpened was that of inventory 
management. Maintenance of large inven- 


(Continued on page 194) 
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Internal Reports to Management 


Malcolm S. Sutherland, C.A. 


The development of internal reports presents three chal- 
lenges: 


1. To conceive and design the most effective type of report; 
2. To gather and process the proper basic information; and 
3. To establish acceptance and usefulness of reporting. 


Most people will agree that great strides have been made in 
the designing of reports and in gathering and processing infor- 
mation; perhaps we have been too concerned with this aspect of 
the work and not enough with establishing the usefulness. 


O GAIN WIDER ACCEPTANCE for reports we should understand 

that executives, because of their differing backgrounds, have 
different attitudes towards those reports which are useful to 
them and to which they will pay attention. Some executives 
desire a large variety of details, some desire as few reports as 
possible, while others will only deal with situations as they arise 
from day to day; some on the other hand are vitally interested 
in pens and in performance figures compared with yard- 
sticks. 

This attitude toward internal reports is intimately bound up 
with the characteristics and size of the business enterprise as 
well as the over-all sense of responsibility of its management. 
Good business demands good reports. Management as a group 
shares with the controller the job of establishing good reports. 
It is a mistake to assume that the controller alone can do a satis- 
factory job. 

Among those sources which sharpen the appetite of executives 
towards internal reports are the following: 


1. Situations that indicate control is required ; 

2. The company’s controller and accounting staff ; 

3. Informal talks between executives of different organiza- 
tions ; 

4. The company’s auditors ; 

5. Technical, business and educational associations and pub- 
lications ; and 

6. Management consultants. 


This list indicates the strategic place the controller and the 
accounting fraternity have occupied in the development of in- 
formative reports. Great credit is due to this group for the 
ingenuity which has been shown over the years in the designing 
of reports and establishing controls. With the expanding interest 
in and the growing number of publications on business adminis- 
tration, it is timely that we re-examine our reports and ascertain 
rs they are informative and that the figures are really working 
Or us, 


BASIC PLAN 


These remarks are confined to those areas of particular inter- 
est to the accounting group and, for purposes of illustration and 
clarity reference is made in general to productive organizations. 


In appraising a plan for providing essential reports for man- 
agement, we should be careful to distinguish cost information 
from data classified according to the functions of the business, 
such as sales, purchases, wages and salaries, etc. While it is 
necessary for certain specialized businesses to frame reports to 
show process costs at the various stages of manufacture, reports 
organized on the basis of functions and centers of responsibility 
provide information more suitable to the general administration 
of the enterprise. 

Under this approach, cost determination, which involves con- 
stant studies in developing cheaper processes, improvements to 
equipment, estimates in relation to sales price, etc., is lifted out 
from the formal report structure and allowed to realize its wider 
scope and its own specialized functions. 


CONTROLLERSHIP 
The basic principle underlying internal reports can be best 
outlined against a background where controllership is practised. 
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What is controllership? I quote* in part: 


“The practice of controllership is the exercise by a trained 
mind of the techniques of control. In our own special sense, the 
word ‘contrcl’ always includes three component processes: 


1. Adoption of a plan; 

2. Reporting of actual performance as compared with the 
plan; and 

3. Making decisions and taking action.” 


It is the role of controllership to promote and encourage accept- 
ance of the trained approach to business problems. 

The key to good budgetary control, then, is detailed planning 
and a good basic plan of reports, resting on a classification of 
information according to functions and responsibilities and a 
comparison of actual performance with budgets or yardsticks of 
some type. 


PRINCIPLES OF INTERNAL REPORTS 
The general principles or ideas followed in designing reports 
are, briefly, as follows: 


1. Responsibility center. The most effective control seems to 
be obtained when the report deals specifically with the function 
for which an individual executive or foreman is responsible. 
Closeness of report to the work center promotes better super- 
vision. 

2. Controllable costs. Elimination of overhead and uncontrol- 
lable items reduces friction on departmental statements. 

3. Comparability. The report should compare actual with the 
budget and show the differences for the period as well as an 
accumulation of them to indicate trend to fae. 

4. Flexibility. The information should be capable of expan- 
sion or contraction. This allows a brief report to be issued first, 
followed by more detail if required. 

5. Brevity. The rule of management by exception should be 
followed. Indicating essential information only helps to get 
reports out earlier. 

6. Promptness. Internal reports can set the pace; the effective- 
ness of reports decreases in ratio to the time lag. 

7. Accuracy. General accuracy only is required. Minute ac- 
curacy is beyond the needs of the user. Dollar accounting cuts 
clerical time. 

8. Frequency. Reports should be daily, weekly or monthly ac- 
cording to the operation and control desired. Four-week periods 
in place of nionths have administrative advantages. 

9. Style and Presentation. Best presentation possible com- 
mands respect. 

10. Explanations. Sufficient departmental statistics should be 
included to give a proper picture. Explanations for out-of-line 
items can very often be put on statements while processing. 


PRESENTATION 


There is little doubt that the profit-and-loss statement is our 
most important internal report. There are many other important 
reports and many of them stem from the profit-and-loss presenta- 
tion. It sets the tone for the other reports and also indicates the 
general attitude within the organization towards the record- 
keeping funciion. 

Five different presentations applicable to a manufacturing 
company are indicated below together with their general pur- 
pose: 

* From an address given in Hamilton on “Controllership and Account- 
ing: A Contrast’ by J. L. Peirce, vice president and controller, A. B. 
Dick Company, Chicago, Illinois, published in the Canadian Chartered 
Accouniant, July 1953. 
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1. BASIC 
Sales 1,000,000 


Total costs 700,000 
Profit from operations 300,000 
Depreciation 75,000 
Interest 25.000 
200,000 

Tax 100,000 
Net profit __ 100,000 


This is the conventional approach, which with variations js 
the usual form appearing in statements to shareholders. 


2. LINE CLASSIFICATION 


Sales _1,000,000 
Materials 350,000 
Labor 250,000 
Expenses 100,000 
Depreciation 75,000 
Interest 25,000 
Taxes 100,000 
Profit 100,000 

1,000,000 


This is familiar as the form on which are based the pie charts 
which have been adorning so many published annual reports. It 
is also useful to illustrate the relative importance of functions 
within the business, such as purchasing, labor relations, etc. 


3. PRODUCT CLASSIFICATION 


Operating Per 

Product Sales Profit Cent 
A 500,000 200,000 40 

B 400,000 50,000 12 

Cc 100,000 50,000 50 
1,000,000 300,000 30 


This is an essential presentation for management to determine 
the profit by product lines and to indicate fluctuations in profit 
due to changes in sales mix. 


4. MARGINAL INCOME BY PRODUCT 

















Direct Marginal Standing Operating 
Product Sales Costs Income Ratio Charges Profit 
A 500,000 275,000 225,000 45 25,000 200,000 
B 400,000 285,000 115,000 29 65,000 50,000 
Cc 100,000 40,000 60,000 60 10,000 50,000 
1,000,000 600,000 400,000 40 100,000 300,000 
Memo: Memo: 
Material 350,000 
Labor 200,000 Labor 50,000 
Power 10,000 Power 5,000 
Supplies 30,000 Supplies 5,000 
Salaries 5,000 Salaries 30,000 
Expense 5,000 Expense —__10,000 
600,000 _100,000 


This approach, which is also known as “Direct Costs,” pro- 
vides the basic information on which the ‘“Break-even Tech- 
nique” is founded. It is, as well, essential to flexible budgeting. 

It provides management with a wealth of essential informa- 
tion, not available under the total cost concept as referred to in 
the #3 presentation above. The marginal income ratio indicates 
a different rate of return by product and one that is not subject 
to changes in volume which existing facilities of the business 
can satisfy. The impact of overhead application in the product 
cost structure per unit is negligible compared to the development 
under total cost. 

On the other hand marginal income emphasizes the standing 
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charges which, with depreciation, represent the costs of main- 
taining the facilities of the enterprise in its present markets. Some 
cost groups here and in the United States and Great Britain hold 
that the marginal income presentation comes close to the actual 
thinking of the average businessman and to the marginal concept 
of economic income. 


5. VALUE ADDED IN MANUFACTURE 


Sales value of production 1,000,000 
Materials 350,000 
Supplies, power, fuel, etc. 50,000 
Value added in manufacture 600,000 
Wages 250,000 
Salaries 35,000 
General expenses 15,000 
Operating profit __ 300,000 
Notes: 
Man hours 125,000 
Value added in manufacture 
per man hour $4.80 
Comparison 
1953 4.52 
1952 4.15 
1951 4.02 


The above presentation may seem unusual but it has some 
statistical background. However, since 1917 the Bureau of Sta- 
tistics has been publishing a comparable series of statistics on 
Manufactures which it calls Net Value of Products (or Produc- 
tion), which is “computed by subtracting the cost of fuel and 
electricity and the cost of materials from the Gross Value of 
Products.” It also relates the annual salaries and wages ty to 
this series. Corresponding information has been compiled in the 
United States. 

The significance of this approach lies in the concept that “the 
value added in manufacture’’ represents a ‘‘fund,” from which 
wages, salaries and the general expenses, etc., of the business 
are paid. 

By using statistical or cost data certain important information 
becomes available. In the example above, the value added in 
manufacture per man hour can be tabulated in comparative form 
fora number of years to indicate the productivity of the work- 
ing force in terms of current dollars and related to the average 
hourly earnings paid. 

In the same way, comparisons can be made using salaries paid, 
maintenance costs, expenditures on capital, etc., which throw 
new light on the behavior of these as well as on innumerable 
other classes of expenditures. 

It is of more than casual interest that it seems possible through 
the application of the appropriate price indices, to overcome the 
effect of changes in price levels and express this information in 
terms of constant dollars, a requisite to disclose basic trends. 


AREAS FOR IMPROVEMENT 


1. Statistical presentation. We can use statistical procedures 
more than we have. One that comes to mind is that of indicating 
trends through the use of annual moving averages by months. 
From here, it is then only a short step to graphs which convey 
information dramatically and quickly. 


2. Business statistics. Use of business statistics, particularly 
in market research are becoming more general. 


_ 3. Cost of one hour's work. Better information is desirable 
in the field of labor relations; to illustrate, the U. S. Steel Com- 
pany portrays “the cost of one hour's work’’ including all fringe 
benefits. Much of the discussion in wage negotiations centers 
around the question of workers’ productivity and related prob- 


lems. Much improvement in our facts in this area would be more 
than helpful. 


4. Productivity. “We need a good, simple, understandable 
definition of productivity.”* We understand “rates of produc- 
tion’’ and output, but these have no real meaning until the goods 
are brought to the market place. Some work has been started on 
this complex problem in Great Britain and considerable research 
has been undertaken in the United States. 

There is some real evidence that reference to ‘“Walue Added 
in Manufacture’ as discussed earlier in this paper, can be of 
use in indicating ‘‘productivity,” a subject our reports will soon 
have to deal with. 


* From an address—‘Productivity: An Important Function in Man- 
agement,” given at the 1953 Annual Meeting of Controllers Institute of 
America, by John W. Roberts, vice president, Albert Ramond & Asso- 
ciates, Inc., New York. 





CPA’S ASK EASING OF BARRIERS 
TO INTERNATIONAL AUDITING 


Freedom of accountants to practice across national 
boundaries is a vital factor in the further development 
of international trade and investment, according to 
the foreign affairs committee of the American Insti- 
tute of Accountants. 

This freedom is needed, the committee says, to en- 
courage the flow of private capital across national 
boundaries. ‘‘Nationalistic restrictions on the practice 
of accounting may constitute a real barrier to interna- 
tional trade and investment.” 

The committee points out that foreign branches of 
U.S. accounting firms are established primarily to serve 
U.S. investors rather than local business interests and 
“are not much bothered by restrictions which specify 
merely that certification of financial statements re- 
quired by the laws of the country for local purposes 
must be made by accountants who are nationals of 
the country.” 

The objection is to requirements of some countries 
that all principals and employes of the branch office 
be nationals of the country where the branch is located, 
or members of the professional accountants’ organ- 
ization in that country, the latter often being imprac- 
tical for foreign accountants. 

The committee urges that a clause be included in 
treaties with all countries in which U‘S. citizens have 
commercial and financial interests to provide that “na- 
tionals and companies of either party shall be per- 
mitted . . . to engage accountants and other technical 
experts regardless of the extent to which they may have 
qualified for the practice of a profession within the 
territories of (the) other party for the particular pur- 
pose of making examinations, audits and technical in- 
vestigations for, and rendering reports to, such na- 
tionals and companies in connection with the planning 
and operation of their enterprises, and the enterprises 
in which they have a financial interest within such 
territories.” 
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Government Publications 

Included in the hundreds of government publications 
issued in 1954 is one, selling for 10¢ put out by the Chil- 
dren’s Bureau (Folder #41-1954) entitled ‘“Your Children’s 
Feet and Footwear’ which includes such earth-shaking ad- 
vice as 

“The time to replace shoes is when the child has out- 
grown them” and, “The widest part of the shoe should fut 
the widest part of the foot.” 


Taxes “Encourage” Dispersion 

A plan drawn up by ODM, and submitted to the De- 
fense Mobilization Board recommends the use of federal 
‘taxing power to compel manufacturers to build defense 
plants outside of areas vulnerable to nuclear bombing. The 
program would deprive noncooperative manufacturers of 
any benefits from the rapid tax amortization program devised 
for defense production. 


Defense Legislation Requested 

The Administration has proposed that Congress authorize 
immediately a special commission on civilian defense which 
would report to Congress by May 15 or June 1 so legislation 
on industrial and other dispersal problems might be enacted 
in the present session. 


Renegotiation Act Extension Urged 

Congress has been asked by President Eisenhower to ex- 
tend the Renegotiation Act of 1951 to December 31, 1956. 
The 1951 act expired December 31, 1954. 


Waste in Government 

The Hoover Commission has found “huge wastes’ in 
the Government’s medical services. It reported ‘‘chaos,” 
“Jack of coordination,” and ‘duplication of effort prevalent 
among the numerous federal offices that have to do with 
citizen’s health.’”” The Commission recommended a central 
council to coordinate the 66 administrative units of agencies 
with medical functions. It also recommended stricter pro- 
cedures for veterans with nonservice-connected disabilities 
and the elimination of present government care for merchant 
seamen and the shutdown of 12 U. S. Health Service Gen- 
eral Hospitals. 
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Buy American Price Directive 

Secretary Wilson has ordered the military services to 
cut the price advantage for domestic firms competing with 
foreign concerns for government contracts to only 6% of the 
purchase price instead of the previous 25%. This order 
follows a White House directive of December 1954 when 
government buyers were told to cut the price advantage for 
domestic firms to only 6% to 10% of the purchase price, 
The 6% figure, however, has some exceptions. 


Disagreement on Stock Option Tax 

Opposite interpretations of a U. S. Supreme Court de- 
cision concerning stock options have been made by the U. §. 
Tax Court and the IRS, according to Commerce Clearing 
House. IRS, now says that all options (other than restricted 
stock options) are taxed at the time they are exercised. The 
Tax Court interprets the Supreme Court ruling as uphold- 
ing the previous distinction which was based upon intent. 


Mergers Provide Surtax Exemption 

Where one corporation has merged with another during 
the taxable year, each is entitled to claim full surtax exemp- 
tion on its Federal Income Tax Return for the short period 
immediately preceding the merger. 


Change In Accounting Periods 

According to Rev. Rule 55-80, where a parent corpora- 
tion has been granted permission to change its accounting 
period to conform with that of its subsidiaries, the require- 
ments of Section 24.14 of Regulations 129 are considered to 
have been met. 


Unincorporated Enterprises As 
Domestic Corporations 

TD 6118 has been amended to prescribe temporary rules 
relating to elections by unincorporated business enterprises 
desiring to be treated as domestic corporations under the 
1954 Code. The time for filing the election in the return 
is also prescribed. 


Hurricane Losses 

IRS has prepared a statement setting forth some general 
rules for the determination and deduction of casualty losses 
resulting from hurricanes. 


Highway Taxes and Tolls 

Highway Use Taxes and Tolls imposed upon motor cat- 
riers are subject to the tax on the transportation of property 
even though an amount approximating such expense is billed 
to shippers separately from the transportation charge. 


Fee Jurisdiction of SEC Upheld 

In a 6-to-2 decision, the Supreme Court ruled that the 
SEC had jurisdiction over fees paid in public utility reor- 
ganization proceedings. The ruling reversed a judgment of 
the Federal Court of Appeals at New York, that the SEC did 
not have jurisdiction to fix a fee for Drexel & Company for 
services to the Electric Bond and Share Company in con- 
nection with the reorganization of its subsidiary, Electric 
Power and Light Corporation. —BEN JAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO BUSINESS ROUTINES—No. 10 ina 


The Ford Motor Company photographs its vital 
records on Recordak Microfilm... gets valuable 
extra protection at low cost. 


Insurance against loss of property and sales is not enough. 
Not enough when the life of a business is at stake. 
If Ford’s vital records were lost, reconstruction would be 
a hopeless task. But Ford insures against this possibility— 
however slim—by microfilming its valuable documents and 
storing the Recordak Microfilm copies at remote locations. 
Microfilming is best for the job for the following reasons — 


1. Quickest, easiest way to duplicate records of all types and 
sizes in large volume. For example, 200 letter-size documents can 





TYPICAL RECORDS MICROFILMED AT FORD 


records of incorporation e stock transfer records 
e capital stock ledger e personnel data sheets 
e engineering drawings e formulas e test records 
e property records e accounts receivable and 
payable e contracts e titles e leases e easements 

e major litigation files 














Protecting Ford 
1% billion dollar business 






be copied in 1 minute with a Recordak Triplex Microfilmer, one 
of the Recordak models used by Ford. 
2. Lowest Cost. As many as 29,000 check-size records fit on a 
100-ft. roll of Recordak 16mm Microfilm which costs only $3.65, 
including processing charges. 
3. No deterioration. Recordak Microfilms are processed to meet 
the high specifications of U.S. Bureau of Standards for archival 
films; will remain picture-perfect over the years. 
4. 99% space savings. Ford stores over 18 million Recordak 
film copies in a 20 x 30-ft. area. Not only does this save on filing 
equipment, but it also makes all records easily accessible. 
Protection is only one of the benefits which Recordak 
Microfilming is bringing to over 100 different types of 
business . . . thousands of concerns. Write for free book- 
let, “Protection of Vital Corporate Records,” and full 
details on Recordak Microfilming. Recordak Corpora- 
tion (Subsidiary of Eastman Kodak Company), 
444 Madison Ave., New York 22, N. Y. 


“Recordak’’ is a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming — 
and its application to accounting routines 








Report on Paperwork Management 


PROGRAM to reduce the $4 billion an- 
A nual paperwork volume in federal 
departments and agencies to manageable 
size by eliminating unnecessary red tape 
and improving administrative efficiency 
has been submitted to the Congress by the 
Commission on Organization of the Ex- 
ecutive Branch of the Government. Part I 
of the Commission’s report, ‘Paperwork 
Management in the United States Govern- 
ment,” is the first documented study of its 
kind of the red tape problem, long a 


source of irritation to the public and of 
frustration to government administrators. 

The Commission, of which ex-President 
Herbert Hoover is chairman, found that 
the Government is creating 25 billion 
pieces of paper annually, not counting 
pamphlets, periodicals and the like, and 
requiring the employment of 750,000 fed- 
eral workers. The resulting tax burden on 
the average American family of four is 
put at more than $100 a year. 

The Commission recommends a govern- 





HERE’S HOW SCRIPTOMATIC HELPS A MAIL ORDER COMPANY 





Scnintomatic Can Help You, Too 
---to get flexibility and low cost in your address masters. 


A mail order house with 810,000 active 
customers and $7 million annual volume 
installed the Scriptomatic system to gain 
substantial benefits not obtainable by 
any other means. 

In one brief writing operation, using 
Standard Register continuous forms on 
electric typewriters, they create both a 
Scriptomatic addressing machine master 
and a separate set or sets of shipping 
papers. Since the master is an inexpen- 


coD 
order—entry form 











haw 
Richardson Montgomery pone 
2609 Lincoln Highlands 
Plymouth Center i 
philedelphis, penna. 





sive by-product of the typing operation 
they simply discard it when a new order 
comes in from the customer. These card 
masters minimize checking problems, 
and improve accounting and catalog 
mailing procedures. They are housed 
in one fifth the space required by former 
address masters. Most important, in 15 
minutes after mail is opened a proc- 
essed order can be in the hands of 
the “pickers.” 


Scriptomatic Address Master 
2 notched for purging inactive accounts 


K : 3,240,000 catalogs mailed annually 


Continuous marginally punched 

-* forms permit accurate regis- 
tration and high speed typing 
(2000 per day). 


=--\— —-—--- Complete description of 


items purchased 


er 7 part set includes 
shipping papers 


Write for actual case studies and descriptive material. Discover now, 


at no obligation, if Scriptomatic can 


improve your specific procedures. 


SCRIPTOMATIC INC. 
318 North llth Street, Philadelphia 7, Pa. 


NOTE: Sales-Service organizations with nec- 
essary experience and qualifications 
are invited to discuss open territory. 
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ment-wide paperwork management pro- 
gram that would apply “birth control” to 
paperwork at its source, with an initial 
annual saving estimated at $250 million. 

The Commission found that top federal 
executives are so enmeshed in paper as to 
interfere with the proper discharge of 
their responsibilities. Their positions are 
described as ‘‘far more difficult than those 
of top officers of large corporations,” 
mainly because of the ‘‘enormous volume 
of paperwork” imposed upon them. 

The Commission in Part II of its report, 
“Paperwork Management in Business,” to 
be presented later, will deal with paper- 
work which private citizens and American 
business are required to perform in an- 
swering federal forms and questionnaires, 
“Much of such demands are necessary,” 
the Commission says, ‘‘but, nevertheless, 
the cost for clerical help, accounting, legal 
and other expenses runs into hundreds of 
millions of dollars annually.” 

“Now, for the first time,” the Hoover 
Commission asserts, “taxpayers have a 
measurement of the billions spent on 
paperwork and of the obtainable eco- 
nomies. With the interest and support of 
agency heads, the savings could well ex- 
ceed our prediction.” 

Based upon its own experience and the 
recommendations of its Task Force, the 
Commission offers these proposals. 


1. That the President ‘“‘establish by 
executive order and direct his top officials 
to give their support to a government-wide 
paperwork management program.” 

2. That the General Services Adminis- 
tration, created by Congress upon the rec- 
ommendation of the first Hoover Com- 
mission, “be given responsibility for gen- 
eral supervision over all phases of paper- 
work management throughout the execu- 
tive branch of the Government with a 
view to simplifying and improving the 
quality of forms, correspondence, reports 


and other documents, eliminating non- 


essential copies of material, reducing the 
volume and cost of paperwork that is 
currently required to be produced, issued, 
filed and stored, and standardizing the 
procedures and practices relating to paper- 
work management.” 

3. That “such staff functions of paper- 
work management as now exist in the Na- 
tional Archives and Records Service be 
consolidated into the organization estab- 
lished in the General Services Administra- 
tion to implement our recommendation.” 

4. That “some top official in each 
agency be assigned the responsibility to 
review all forms with a view to simplifica- 
tion’; to determine the number of copies 
of correspondence, printed or mimeo- 
graphed material, with a view to the elimi- 
nation of nonessential copies; to de- 
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termine the number and character of re- 
ports within the agency and to other 
agencies, and that this official co-operate 
with the General Services Administration 
in determination of methods and systems 
for action. 

5. That legislation be enacted authoriz- 
ing the necessary changes in Forms 941 
and 941A (Employers Quarterly Federal 
Tax Return) as recommended by the In- 
ternal Revenue Service and the Social Se- 
curity Administration. These forms now 
require from employers some 130 million 
lines of information yearly on employe 
income and insurance. These duplicate 
other data to the agencies. The saving to 
the Government would be considerable 
and to business more than $20 million. 


“Many government letter writers,’ the 
Commission observes, “deserve their rep- 
utation for long words, long sentences, 
and long paragraphs, further obscured by 
legal terms, abstract nouns, passive verbs, 
and dangling clauses. The prevailing opin- 
ion is that this is ‘government style.’ Cer- 
tainly, the quality, style, length and 
darity need betterment. More use of care- 
fully prepared form replies will effect sav- 
ings. 

Office space for the Government's full- 
time paperworkers has an annual rental 
value of $180 million. This space is equiv- 
alent to 36 times the capacity of the Em- 
pire State Building. Record-keeping takes 
up about $40 million worth of space a 
year, and the records in ordinary file 
cabinets would almost fill seven buildings 
the size of the Pentagon. Of all govern- 
ment records, 26 per cent are earmarked 
for permanent retention, while records 
kept permanently in industry average 
doser to 4 per cent. Unless government 
agencies “sharpen their decisions concern- 
ing how many records should be perma- 
nent,” the Commission was told by its 
Task Force, ‘six more buildings equal to 
the giant National Archives structure in 
Washington will have to be built.” 

The Commission found that, all told, 
there is in the executive agencies an ac- 
cumulation of 24 million cubic feet of 
records. Filing of records occupies 159,- 
000 persons full time. The Commission’s 
Task Force found that more than 25,000 
federal employes are engaged in sor 1 
and routing mail. Washington offices re- 
quire 25,000 different reports annually 
from their units in the field. In addition, 
more than 100,000 reports are used within 
Washington and field offices. Added to 
this figure are the 2,000 interagency re- 
ports whereby one agency imposes report- 
ing requirements on another. And of 
special interest to industrial enterprises, 
4,700 reporting requirements are imposed 
upon them by federal agencies. The Task 
Force estimates that $700 million a year 
is spent by the Government alone to pre- 
Pate and collect the information in these 
reports. (Continued on page 182) 
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Xerography SPEEDS 
paperwork for companies 


kinds... 


XE ROGRAPHY copies anything written, 


typed, printed or drawn—onto paper masters 


for duplicating—in 3 MINUTES! 


When the market closes for the day, it’s just the 
beginning of other activities for brokers and finan- 
cial houses in preparing up-to-the minute reports 
to rush to branch offices, correspondents and cus- 
tomers the same day. What formerly required hours 
is now done in minutes by xerography . . . and at 
substantial savings over other methods. Xerography, 
the most versatile copying process, can be used by 
any type business, large or small, to speed the flow 
of paperwork and cut duplicating costs. 

Anything written, typed, drawn or printed can be 
reproduced with photographic accuracy in about 
three minutes by xerography onto an offset paper 
master for runoff of multiple copies on an offset du- 
plicator. Original copy may be enlarged, reduced or 
reproduced same size by xerography in XeroX® copy- 
ing equipment. Copies can be made from one or both 
sides of original material by xerography. 

For use in diazo type machines, translucent inter- 
mediates can be made from any original subject in 
the same speedy way. 

There is no limit to the versatility of the dry, elec- 
trostatic xerography process in paperwork duplicating 
applications. It is now possible, with xerography, to 
produce up to eight copies including an offset paper 
master or translucent master from one xerographic 
image. 


THE HALOID COMPANY 
55-73X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


XEROGRAPHY 
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_ The fastest, cheapest, most versatile way to make masters for duplicating 





Original is copied onto 
paper master by xerog- 
raphy in less than 3 
minutes. 





Paper master is placed 
on offset duplicator to 
produce multiple copies. 
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Report on Paperwork Management 


(Continued from page 181) 


“Indeed,” the Commission says, “no 
agency of government appears to have 
made a thoroughgoing survey of its total 
paper-filing problem. There are 500,000 
to 750,000 file stations in government 
offices, the material in many of which is 
duplicated. Only 15 per cent of the agen- 
cies covered by our Task Force’s study 
have a policy which designates specific 
organizational points where files should be 
located. Only 39 per cent prescribe stand- 
ard systems of filing.” 

Drawing attention to instances where 
agencies have taken steps to minimize 
duplicate files, the Commission cites that 


headquarters of the United States Air 
Force in 1948 required submission of all 
official records to its central files. 

“It was found, however,” the Commis- 
sion continues, “that the central files 
actually had in their custody only 5 per 
cent of all such material, the balance be- 
ing held by the action offices. Conse- 
quently, the central files were useless and 
were therefore discontinued. Each major 
component of the Air Force was directed 
to establish specific’ authorized locations 
for official files at the particular point that 
would best serve its needs. As a result, 
duplication decreased and usefulness of 





YOU CAN CUT FIGUREWORK COSTS 


with a 


MARCHANT... 


whatever your line of business! 





e EASY TO USE 
e EASY TO OWN 
e EASY ON YOUR TIME 


' Whether: your figurework is 
} heavy or light... complex or 
| 







The 
fully- 
automatic 
MARCHANT 
Figuremaster 


simple . . . there’s a MARCHANT calculator eh : 
exactly suited to your needs that will do your | ™ [s a) 
Bw e = 1 


figuring in a fraction of the time you’re now spending. 


@ Calf*the local MARCHANT MAN. A test run in your own 
‘office will show that a MARCHANT calculator saves so much time 


you can’t afford to do without one. 


Any way you figure...tts 


Mm 


MARTHA 






sr 


NT 


AMERICA’S FIRST 





182 


Find out how a MARCHANT calculator will help cut your figurework 
costs and lighten your figuring burden. Mail this coupon with your 
business letterhead for free... 


Index to Modern Figuring by Marchant Methods . . . oO 
coup Descriptive literature on Marchant Calculators . . . + « Oo 
C-4 


MARCHANT CALCULATORS, INC., OAKLAND 8, CALIFORNIA 





files increased. Further, the 22 employes of 
the central files were no longer needed,” 

The Commission found that federal 
agencies spend in excess of $100 million 
a year for management directives and in. 
structions. Only in a few instances, how. 
ever, it declares, are these issued in the 
most effective, coordinated and eco. 
nomical manner. Lapses of two and three 
years between revisions and unwarranted 
delays in clearing and promulgating in- 
structions were noted. 

“Even where good systems have been 
established, agencies have not been alert in 
providing prompt revision of tables of 
contents or indexes to their directives,” the 
Commission says. “This condition under. 
mines the system by encouraging the 
‘bootlegging’ of instructions to subordi- 
nates by letters, memoranda and other un- 
coordinated means outside of the estab- 
lished system. 

“Another wasteful condition is the prac- 
tice in some agencies of subordinate 
echelons rewriting and expanding the in- 
structions received from above. Not only 
is this practice costly, but confusion as to 
the original meaning is increased each 
time the original is paraphrased and in- 
terpreted. While some flexibility must be 
retained, substantial rewriting can be 
avoided by the department forwarding to 
its subordinate units only those directives 
or portions of directives of concern to 
them. Thus, the energy, time and money 
spent on the establishment of the system 
are wasted, and those who attempt to ad- 
here to it are frustrated and confused. 

“Further savings may be achieved in 
each agency by a careful study of its pat- 
tern of distributing directives. A recent 
study by the Navy of eleven directives 
could be cut from 138,316, to 9,326, or 
more than 93 per cent. The monetary sav- 
ing was substantial.’’ 

Agency management, the Commission 
found, “is often uninformed about the 
kind, quantity, purpose and cost of infor- 
mation collected. Many reports do not ap- 
pear to be well conceived as tools for man- 
agement control, nor are the data properly 
integrated and maintained for this put- 
pose. Many of the Commission’s Task 
Forces found that agencies frequently do 
not keep and were unable to supply rela- 
tively elemental information about their 
activities and the subject matter within 
their responsibilities.” 

Recalling that the Government has es- 
tablished an automobile pool in the inter- 
est of economy, the Commission recom- 
mends that a similar system for expensive 
office machine equipment be introduced. 
The Government's office machines, valued 
at several hundred million dollars, have 
a replacement and annual rental cost of 
about $100 million, the Commission noted. 
Its Task Force’s study in this area ranged 
from manual typewriters to giant mechani- 
cal brains which cost more than $1 million. 

The Commission draws attention to the 
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rapid development of automatic machines 
since the first large-scale, high-speed com- 

ter was designed about ten years ago, 
and to the fact that these machines can 
now economically and efficiently do many 
huge government paperwork jobs. “How- 
ever,” the Commission says, ‘though the 
Government was a pioneer in the develop- 
ment, it has since taken a back seat in their 
use for business processes. 

“There are several reasons for this. 
Most important is budget. If an agency de- 
cides to buy an automatic machine it must 
do so from a single year’s appropriation. 
This has prevented many purchases. It 
would pay some agencies, which have been 
processing data separately, to buy and 
operate a machine jointly. Another prob- 
lem is personnel. It is costly for each 
agency to hire its own highly paid, highly 
skilled technicians. Coordinated effort is 
advantageous.” 


CIA Federal Tax Committee 
Testifies on Sections 452, 462 
of 1954 Internal Revenue Code 


Following a telegraphic poll of mem- 
bers of the National Committee on Fed- 
etal Taxation of Controllers Institute of 
America, the chairman, J. B. Lanterman, 
vice president and controller, American 
Steel Foundries, Chicago, Ill., appeared 
on March 18 before the House Ways and 
Means Committee, which has been con- 
ducting hearings on the so-called “‘tax- 
loophole’’ of Sections 452 and 462 of the 
Internal Revenue Code of 1954. Two bills, 
H. R. 4725 and 4726, were introduced to 
provide for retroactive repeal of those 
sections. 

Referring to the “chaotic situation that 
would result from changing the rules, not 
in the middle of the game but after the 
game is over,” he stressed that legislation 
retroactive to previous years is desirable 
in few, if any, cases and in all cases must 
be carefully considered. 

No change should be made in Section 
452, Mr. Lanterman said, because pres- 
ently available information does not indi- 
cate that this Section affects any substan- 
tial amount of revenue. 

In discussing Section 462, Mr. Lanter- 
man urged that the basic principle of 
bringing about a greater uniformity in the 
determination of income for financial re- 
pring and federal income taxes should 

preserved, even though the scope of 
the Section was modified. Pointing out 
that this uniformity could be accomplished 
by giving recognition to a more gradual 
transition, the Committee spokesman 
urged that the portion deductible in the 
year of election and the period for which 
the full additional deduction be allowed 


for federal income tax purposes might co-_ 


incide with the five-year period provided 
in Section 6154 for accelerating the pay- 
ments of the income taxes imposed on 
corporations. 





JUNE 5—P.M. RECEPTION FOR MEMBERS AND WIVES 
BUFFET SUPPER 
JUNE 6—A.M. TECHNICAL SESSIONS 
Speaker: James L. Peirce, vice president and controller, 
A. B. Dick Company, Chicago. Subject: Duties of the Con- 
troller in the Modern Concept of Management. 
Speaker: H. P. Buetow, president, Minnesota Mining and 
Manufacturing Company, St. Paul, Minn. 
NOON LUNCHEON 
Speaker: Dr. Charles W. Turck, president, Macalester Col- 
lege, St. Paul, Minn. 
P.M. TECHNICAL SESSIONS 
EVENING BANQUET 
Speaker: Dr. Kenneth McFarland, superintendent of 
schools, ‘Topeka, Kansas. Subject: Can Capitalism Survive? 
JUNE 7—A.M. TECHNICAL SESSIONS 
Speaker; Robert Faegre, executive vice president, Minne- 
sota and Ontario Paper Company, Minneapolis, Minn. 
Subject: The Controller’s Part in Planning for Profits. 
Speaker; John R. Cowan, partner, Peat, Marwick, Mitchell 
& Co. Subject; Integrating Your Internal and External 
Audit Program. 
NOON LUNCHEON 
HOTEL RADISSON « MINNEAPOLIS 














Further study, he said, may have to be 
given to Section 462 as regards the detail 
of operation. Certain areas for study 
would include items of expense for which 
deductions are allowed, giving the Secre- 
tary or his delegate discretionary authority 
for allowing deductions, reflection of ex- 
penses on taxpayers’ books and in pub- 
lished financial statements (other than 
those corporations whose accounting pro- 
cedures are dictated by governmental reg- 


- ulatory bodies), and providing for the 





THE CONTROLLER.............. 


right to make an election in any subse- 
quent year. 

In connection with any transitional pro- 
vision, he recommended that the taxpayers 
should have an option with respect to each 
item of estimated expense of deferring 
over the stated period either (a) the 
amount that would have been required as 
of the beginning of the year of election to 
cover estimated expenses attributable to 
the preceding year, or (b) the amount of 
the estimated expenses as of the close of 
the year of election. 
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THE MANAGEMENT TEAM* 
By Edward C. Bursk 





Reviewed by EDWARD C. HUNT 
Controller 

Underwood Corporation 

New York, N. Y. 


This book is a must for every individual 
who is in a top-management team. As al- 
most everyone knows, Mr. Bursk is editor 
of the Harvard Business Review and a pro- 
fessor of business administration at the 
Harvard Graduate School of Business Ad- 
ministration. 

The book is a compilation of talks given 
at the Twenty-Fourth National Business 
Conference sponsored by the Harvard 
Business School Association. The theme of 
the Conference was “Releasing the Full 
Potential of the Management Team.” The 
speakers at the Conference were top-flight 
executives in the business world, people 
we have all read about many, many times. 
The subjects spoken on are all familiar to 
us and case material with copious illustra- 
tions makes for a highly valuable book. 

The presentation on ‘The Art of Dele- 
gation’ by Lucius D. Clay, chairman of the 
Board of Directors of the Continental Can 
Company, is most interesting. The 
thoughts expressed by the speaker in his 
talk are pointed, educational and well por- 
trayed. The illustrative material that the 
speaker uses makes the work very effective 
and easy to follow. After reading this 
article, you are convinced that you as a 
delegator have plenty of room for im- 





* Published by Harvard University Press, 
Cambridge 38, Mass. $4.00. 


provement, and the delegatees were justi- 
fied in experiencing difficulty in working 
with you. 

The next topic was ‘‘Management Com- 
munication” by Elmer L. Lindseth of the 
Cleveland Electric Illuminating Company. 
We are all very familiar with the problem 
of communications. The talk was thought 
provoking and included many suggestions 
on carrying out effective communications. 
The communicator must prepare the com- 
municatee before successful relations can 
be established in the opinion of the 
speaker. There are many barriers created 
against successful communications; the 
speaker gave many suggestions to mitigate 
this problem. 

Another very worth-while talk is on 
‘‘Measurement and Control.” This concept 
is probed with clear thinking and specific 
suggestions are given to establish more ef- 
fective relations. 

Other talks are on “Effective Delegation 
and Control by the General Manager.” 
These talks get into the specifics for a par- 
ticular relationship. They are most inter- 
esting. There are talks on “Effective Dele- 
gation and Control” by manufacturing ex- 
ecutives who are engaged in various po- 
sitions in the top echelon. The companies 
represented by these executives are well- 
known companies and are held in high es- 
teem. The executives obviously gave much 
time and thought to the preparation of 
their material and in many instances spe- 
cifically stated what is being done in their 
companies to illustrate a point. In other 
words, case material is the theme through- 
out the whole presentation. 

The controller is given an important po- 
sition in the top echelon of management in 
the talks. He is built to the stature that con- 
trollers in some of the companies have at- 
tained, but, on the other hand, it is the 
opinion of the reviewer that many of the 
controllers in business could emulate the 
recommendations in the talks to broaden 
their scope and accelerate their accom- 
plishments. 


ae 
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The book goes into other areas of dele. 
gation and control, namely, financial instj- 
tutions, sales executives, small businesses 
and our own ability to delegate and con. 
trol. 

The reviewer wishes to commend ve 
highly the accomplishments put forth in 
the book and wishes to assure every busi- 
ness person that it would be extremely dif. 
ficult to find a more worth-while book. 


MANAGERIAL STATISTICS* 
By Kermit O. Hanson 


The orientation of statistics toward 
managerial requirements necessitates sey- 
eral shifts from traditional introductory 
statistics books. Accordingly, the author 
places little emphasis on theoretical and 
mathematical refinements which may be 
essential in training a professional statis. 
tician but are unnecessary in training a 
business administrator. In addition to 
chapters on sources of data, collection of 
data by sampling, and various types of sta- 
tistical techniques, the author discusses 
time series analysis and correlation analysis 
and forecasting sales, statistical reports for 
management and managerial control. 
Questions and exercises are provided at 
the end of each chapter. 


* Published by Prentice-Hall, Inc., 70 Fifth 
Avenue, New York, N. Y. $6.35. 





CAPITAL AND OUTPUT 
TREND IN MINING 
INDUSTRIES, 1870-1948* 
Occasional Paper 45. 


By Israel Borenstein 


Use of minerals in the United States 
has lagged behind the growth of national 
product since World War I and, in part, 
reflects sweeping technological advances 
of a character different from those on 
which the early American industrial ad- 
vance had been based. 

In the earlier development of American 
industry, both consumption and produc- 
tion of minerals increased much more 
rapidly than the total output of goods and 
services in the nation. The turning point 
of the consumption trend after the period 
including World War I is accounted for, 
among other things, by technological 
change which resulted in savings of ma- 
terials, such as increased efficiency in the 
use of coal and petroleum, and greater use 
of scrap in the manufacture of steel and 
other metals. 

The purpose of this study was to dis- 
cover what light the past record might 
throw on future demand for capital in 
mining industries. In each mining indus- 
try an increasing amount of capital was re- 
quired per dollar of output up to a certain 
point of time, but since that time the 
amount of capital per dollar of output has 
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decreased. For mining as a whole in 1870, 
70 cents worth of capital was needed per 
dollar of naps in 1919, $2.30 of capital 

: dollar of output was needed; but by 
1948 the ratio had dropped to $1.30. 

The study does not attempt to predict 
whether the ratio of capital to output will 
continue to fall in mining, but it does 

int out that the increase in the ratio 
generally coincided with the period of 
rapid growth of mining industries, while 
the recent decline in the ratio occurred 
during the period of slackened growth. 

The study is one of a series dealing with 
long-term trends in capital formation and 
financing in the United States, a project 
financed with grants to the National Bu- 
reau of Economic Research by the Life 
Insurance Association of America. 





* Published by the National Bureau of Eco- 
nomic Research, Inc., 261 Madison Avenue, 
New York, N. Y. $1.00. 


THE MANAGEMENT PROCESS* 


To develop further a sound managerial 
approach toward achieving ‘‘operational 
effectiveness in accomplishing the essential 
missions assigned to the Air Force,” this 
manual of some 100 pages has been devel- 
oped. Its fundamental theme is that good 
management is a prerequisite to the 
achievement of maximum effectiveness in 
performing assigned Air Force missions. 
General N. F. Twining, Chief of Staff of 
the Air Force, points out that the manual 
has been developed from experience 
gained in Air Force operations and from 
knowledge and practices adapted from 
other sources. Management action, as de- 
fined by the manual, consists of “planning, 
organizing, coordinating, directing, and 
controlling.” 

The Air Force is to be commended for 
this excellently developed, clearly written 
manual which covers many phases of man- 
agement activity, including the executive 
phase, the use of performance standards, 
the role of communication, the place of 
human relations, as well as a statement of 
management philosophy and policies of 
the Air Force. 

In a series of appendices, the manual 
covers ‘‘Elements ps ame of Manage- 
ment, a Statement of “Completed Staff 
Work,” and a selected reading list. 


* Published by the Department of the Air 
Force, Washington, D. C—This manual may 
be purchased from the Superintendent of Docu- 
ments, Government Printing Office, Washing- 
ton 25, D. C. 50 cents. 





WHEN YOU NEED FACTS ON 


Pensions .. . Profit-Sharing and Group 
Insurance Plans 
Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 
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PROVIDING FACTS AND FIGURES 
FOR COLLECTIVE BARGAINING 


It gives the basic and unchanging points on: 


Who should be the company negotiator 

How to keep and use records 

How to prepare ‘‘fact books” 

What financial implications are involved in pensions 
How to determine the base period 

What subjects to present at the bargaining table 

How to avoid inconsistency in interpreting facts 

What form to use to present facts 


PUBLISHED 1950 $5.00 


($3.50 to members of Controllers Institute of America) 


ll 
MANAGEMENT PLANNING AND CONTROL 
an annotated bibliography 


The most complete and up-to-date listing of literature on planning 
and control, methods of implementation, pitfalls to be avoided, and 
case histories. This study, exhaustive in coverage and complete in an- 
notation, will lead the executive directly to the material he needs 
and save hours of time-consuming search. 


More than 700 entries are annotated under seven major classes such 
as budgeting and control, forecasting and related research and analy- 
sis, etc. All entries are classified under periodical articles, books, and 
monographs, pamphlets and research reports. Each entry is coded 
and cross-indexed. 


$6.50 


PUBLISHED 1955 


($5.00 to members of Controllers Institute of America) 


CONTROLLERSHIP FOUNDATION, INC. 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 








MUST READING FOR EXECUTIVES 




















Bankin 2 from every angle 


Guaranty Trust Company offers quality facilities to 
meet important banking needs—personal and corporate, 
domestic and foreign. 


Why not join the many executives who enjoy the efficiency 
and convenience of having one broadly experienced bank 
handle their banking requirements? 


Guaranty Trust Company 


of N CW Yor k Capital Funds $395,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 40 Rockefeller Plaza 
ew York 36 New York 21 New York 20 

LONDON: 32 Lombard St., E.C. 3 Bush House, Aldwych, W.C, 2 

PARIS: 4 Place de la Concorde BRUSSELS: 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 
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ENGLISH ACCOUNTANCY 
1800 TO 1954* 


By Nicholas A. H. Stacey 


The profession of accountancy, unlike 
many other major professions, has not 
been completely studied from the histoti- 
cal point of view. Mr. Stacey attempts a 
rather comprehensive review of’ the his- 
tory of modern accountancy in England. 
The author discusses the history of the 
profession, its raison d'etre, philosophy, 
organization and structure and education 
and training. It also attempts to show how 
the economic and social forces in England 
during the last 150 years have shaped the 
destiny of the profession and the applica- 
tion of its skill. The professional account- 
ant and controller will find in this book 
facets of professional development which 
have so far been obscured, while students 
will find background material about the 
growth of the art of accounting. 


* Published by Gee & Company Ltd., 27-28 
Basinghall, London, EC 2. Copies can be ob- 
tained through Staples Press, Inc., 70 East 45th 
Street, New York 17, N. Y. $5.00. 


MONTGOMERY ’S FEDERAL 
TAXES, 35th Edition* 


This handbook was designed to clarify 
and interpret the full impact of taxes 
under the 1954 Revenue Code and offers 
specific counsel on the practical decisions 
that determine the tax liability of business 
organizations and individual taxpayers. 
All tax factors arising out of a particular 
business situation of a transaction are 
dealt with in the same place, even where 
different sections of the Code apply. Con- 
structive tax planning is featured through- 
out the volume, with specific suggestions 
offered not only for corporations and sl 
nerships but also for individuals seeking 
to ease the impact of personal and estate 
taxes. 


i Published by the Ronald Press Co., 15 East 
26th Street, New York, N. Y. $15.00. 


SHARING IN OUR EXPAND- 
ING ECONOMY; GUIDES TO 
PLANNING AND FINANC- 

ING COMPANY PROGRESS* 


Financial Management Series 107 


A look at the over-all economy, with 
some suggestions as to how controllers 
and others concerned with corporate f- 
nance can take advantage of indicated 
trends and certain benefits offered by new 
legislation rulings and the activities of 
government agencies. The four papers are 
as follows: 

1. The Economic Climate Ahead. (The 
outlook for 1955 and 1956.) 

2. The Impact of the Revenue Act of 
1954 on Corporate Operations. (Pointers 
on advantages offered the corporate tax- 


payer. ) 
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3. Trend of Interest Rate with Relation 
to Future Planning. (A study of interest 
rates over the years, the effect of the “easy 
money” policy and future prospects for 
the money market.) 

4, Financing Foreign Operations ; Gov- 
enment Aid and Counsel, (How the Gov- 
ernment can be of assistance to American 
businessmen interested in entering the 
foreign field. ) 

“¢Published by the American Management As- 
sociation, 330 West 42nd St., New York, N.Y. 
$1.75 ($1.00 to AMA members). 


INDUSTRIAL ACCOUNTANTS 
HANDBOOK* 

Edited by Wyman P. Fiske 

and John A. Beckett 


This handbook, written by 20 authori- 
ties, is complete with charts, tables, forms, 
diagrams and illustrations covering all 
aspects of industrial accounting and shows 
current practice in modern thinking. De- 
tailed explanations of accounting proce- 
dures, methods and practices for many sit- 
uations are included and in some instances 
alternative approaches are given. Aspects 
of the accountant’s broader service to man- 
agement—pricing, forecasting and budget- 
ing—are treated in separate chapters, with 
complete coverage of the role which ac- 
countants should play to serve as the 
“tight hand of management.” 

The principles of methods analysis and 
system construction are developed, start- 
ing with the basic elements of business 
machines and forms. The mechanics of 
constructing and operating standard cost 
systems, pay roll procedures, break-even 
and financial analyses and budget construc- 
tion are explained in detail. 

Distribution cost accounting and analy- 
sis procedures are dealt with at length and 
accounting for fixed assets is fully treated. 
The principles and practices of internal 
check and internal control also receive 
thorough examination. 


* Published by Prentice-Hall, Inc., 70 Fifth 
Avenue, New York 11, N. Y. $12.50. 





OTHER BOOK ENTRIES 
PRODUCTION AND MARKETING PROB- 
LEMS. A Coordinated Approach. Gen- 


eral Management Series 172. American | 


Management Association, 330 West 
42nd Street, New York 36, N. Y. $1.25. 


AStupy ON BOND PROTECTION FOR THE 
SUPPLIER IN THE CONSTRUCTION IN- 
DUSTRY. Credit Research Foundation, 
“ Fourth Avenue, New York 3, N.Y. 

t7 5. 





IN SOUTHERN CALIFORNIA 
Horton Insurance Analysis Service 


CORPORATE INSURANCE ADVISERS 


—FEE BASIS ONLY— 
14 W. Olympic Blvd., LOS ANGELES 15 
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Do you believe 
you can afford 


not to have 





Here’s what the Chairman of the AIA Committee 
on Accountants Liability and Liability Insur- 
ance had to say in a recent issue of the Journal 


of Accountancy: 





“No accountant in public practice 


can afford to be without it.” 


He adds: “In purchasing ac- 
countants liability insurance... 
of greater importance than the 
specific provisions of a policy is 
the record and experience of an 
insurance company in defend- 
ing or settling claims against 
accountants.” 





@ Our agent in your commu- 
nity is backed by a company 
with a quarter century of spe- 
cialization in Accountants Lia- 
bility Insurance. Call him 
today! If you’re not sure of his 
name — write our Agency & 
Production Department — we'll 
supply it promptly. 


AMERICAN SURETY 


COMPANY 


FIDELITY ° 
HOMEOWNERS * 


SURETY ° 


CASUALTY e 
ACCOUNTANTS LIABILITY ° 


100 Broadway ® New York 5,.N. Y. 


INLAND MARINE 
AVIATION 








Ownership of Tax-Exempt Securities Studied by 
National Bureau of Economic Research 


eae owned 44 per cent of the 
$32 billion total of tax-free securities 
in 1953. This is a marked change in the 
pattern of individual investment from 
the early 1930's, when individual hold- 
ings of tax-free securities reached two- 
thirds of the total. Commercial banks are 
the principal competitor for this outlet for 
investment funds, holding 40 per cent of 
all tax-free securities in 1953 as compared 
to only 15 per cent in 1932. These securi- 
ties now consist almost entirely of state 
and local obligations, which have doubled 
in volume since World War II. 

These are among the findings in the 
first study ever made of the shifts in 
ownership of this kind of security over 
recent decades. Released by the National 
Bureau of Economic Research, ‘The 
Ownership of Tax-Exempt Securities, 
1913-1953” by George E. Lent is also a 
remarkabie case study of how changes in 
federal income tax provisions affect, some- 
times in unexpected ways, competition in 
the private securities market. 

The study includes trends in the owner- 
ship of not only state and local securities, 
but also of federal tax-free obligations, 
which comprised the entire federal debt 
before the Government stopped issuing 
them in 1941. The history of federal farm 
loan securities is also surveyed. 

“There is little evidence that the highly 
gtaduated tax structure has diverted ven- 
ture capital to tax-free investments,’ Dr. 
Lent says. He bases this conclusion in part 
on an analysis of statistics made available 
by federal estate tax records. These tax 
reports are fair samples of the investment 
pattern of all wealthy persons. The heavy 


concentration of wealth represented by the 
large estates greatly influences the direc- 
tion of investment in the whole economy. 

Individual holdings of tax-exempt se- 
curities are, however, highly concentrated 
among the highest income groups, accord- 
ing to the available data. For example, 
the upper 1 per cent income group is esti- 
mated to hold two-thirds of all individual 
investment in municipal securities. 

The estate data show that the highest 
income group (estates over $10 million) 
has doubled the percentage of its total 
holdings invested in tax-exempt securities 
since the 1920’s. This has not, how- 
ever, meant a marked decrease in this 
group’s ownership of capital stock, which 
amounted to an average 62 per cent of 
estates over $10 million in the 1920's 
and to an average 55 per cent of these 
largest estates in the 1942-1949 period. 
The more moderate-sized estates (under 
$2 million) show increased percentages 
of capital stock holdings over the 1920's. 

On the whole, the profit opportunities 
open to venture capital seem to be attrac- 
tive enough to persuade the investors who 
leave substantial estates to keep more than 
40 per cent of their assets in capital stock 
in bad times as well as good. Investment 
in capital stock has remained a high and 
fairly stable proportion of the wealth of 
estates over $100,000 since the 1920's, 
fluctuating less than the proportion in- 
vested in bonds. 

The capital stock held by these estates 
reached a peak of 50 per cent in 1929, re- 
flecting the stock market inflation of the 
period, and dropped to 42 per cent in 
1935. Since then the proportion of stocks 











EXECUTIVES! 
Stockholders CAN Ask Searching Questions 


@ Can you assure them your company has 
an adequate insurance program? 


@ Can you assure them the cost of the pro- 
gram is in line with competitors? 


@ Can you assure them the program has 
been reviewed by competent outside in- 
dependent insurance analysts? 


WE DO NOT SELL INSURANCE 


W. T. CHAMBERLAIN INC. 


103 Park Avenue, New York 17, N. Y., Murray Hill 3-2942 


The largest insurance analytical organization 
of its kind which does not sell insurance. 














held by the larger estates has remained at 
this lower level, except for occasional rises 
in years such as 1937 and 1941. 

Since World War I, commercial banks 
have been the largest single institutional 
market for state and municipal obliga. 
tions. Throughout the war years and until 
1952, banks absorbed at least one-half of 
the annual increase in total private hold. 
ings of state and local securities, but in 
1953 they acquired only 25 per cent of the 
year’s increase. “This declining demand 
apparently reflected in part the tightened 
money conditions of early 1953 as well as 
the huge volume of securities of all types 
placed on the market during this period,” 
Dr. Lent says. 

Dr. Lent’s record shows how closely the 
investment policy of the life insurance 
companies has responded to changes in 
the federal tax treatment of this industry, 
When insurance companies faced shrink- 
ing investment opportunities in the thir- 
ties, they turned to the largest single 
source of new investment: the growing 
federal debt, which was wholly or par- 
tially tax exempt. In 1940, they held $5.6 
billion of federal securities, or 15 per cent 
of all private holdings. After a 1942 tax 
revision that eliminated what many had 
claimed was “double deductibility” for 
their tax-exempt income, the insurance 
companies rapidly liquidated their hold- 
ings of these tax-exempt federal issues to 
only .5 per cent of the privately held 
total. 

Life insurance companies also substan- 
tially reduced their holdings of state and 
local securities from around 13 per cent 
of the privately held total in 1941 to less 
than 5 per cent in 1947 and 1948. The 
fact that the new tax formula operated 
virtually to exempt the life companies 
from income tax in 1947 and 1948, of 
course, discouraged their re-entry into the 
tax-exempt market in these years. By 
1953, despite the low statutory rate of tax 
on their investment income, the life in- 
surance companies had doubled their 
holdings of state and local securities to 
$1.2 billion, as compared with $600 mil- 
lion in 1947-1948. Their renewed inter- 
est was largely due to the increased avail- 
ability of revenue bonds, the yields of 
which compare favorably with the yields 
of taxable securities. However, state and 
local investments of insurance companies 
remain below 5 per cent of total private 
holdings. Fire, marine and casualty com- 
panies, once of minor market importance, 
have surpassed life companies in their tax- 
exempt investments. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
6 CHURCH STREET ATLANTA 


CHICAGO 
NEW YORK, N. Y. ST. LOUIS 


BOSTON 
PHILADELPHIA 
PITTSBURGH 











188 


THE CONTROLLER * APRIL, 1955 





Vita 


1ed at 
I rises 


banks 
tional 
bliga- 
“until 
alf of 
hold- 
ut in 
of the 
mand 
tened 
ell as 
types 
‘i0d,” 


ly the 
rance 
es in 
ustry. 
rink- 
thir- 
ingle 
wing 
par- 
$5.6 
"cent 
2 tax 
had 
for 
rance 
hold- 
es to 
held 


stan- 
- and 
cent 
less 
The 
rated 
anies 
3, of 
) the 
| By 
f tax 
e in- 
their 
25 tO 
mil- 
nter- 
vail- 
s of 
ields 
and 
unies 
ivate 
com- 
ANce, 
 tax- 


we 


NY 


ITA 
GO 
UIs 





1955 





measly copy! Now my two girls have to drop everything, 

and type new price lists and letters to the men in the 

territory ...The home office could spare the branches a 
lot of grief by just sending enough copies...” 


Not enough copies... 
loses time, delays action, lowers efficiency 
in every business...is a chronic problem 
which Ozalid can usually solve. 
Anything written or typed, printed or 
drawn on translucent (lets light through) 
paper can be copied on an Ozalid machine, 
in less than a minute. The copy is accurate, 
clear, dry and ready for use. 
A letter size copy costs less than 2¢— 
a lot less than retyping and proofreading, 
transcribing, photocopying. And anybody 
can use an Ozalid machine. 
Saves every department... 
Thousands of companies now use Ozalid 
copies of orders, invoices, material lists, 








“Price changes effective next Monday—and I get one 











statements, bulletins, tax returns, charts 
and drawings—to speed production, order 
filling, accounting, billing, shipping, etc. 

Add new entries on cumulative reports, 
and Ozalid copies save transcribing and 
typing. Files can be reduced; one carbon 
makes Ozalid copies anytime. 

Even in a small office, an Ozalid machine 
soon pays for itself. Call the nearest Ozalid 
distributor (see phone book) and ask for a 
demonstration. Or write to 209 Ozaway, 
Johnson City, N. Y. In Canada, Hughes 
Owens Company, Ltd., Montreal. 


OzaLip—A Division of General Aniline & 
Film Corporation...From Research to Reality 


BAMBINO (right) is the smallest, 
fastest, low-priced office copying 
machine; will make 200 copies 
an hour, on sheets as wide as 9’’, 
for less than 2¢ a copy. 


OZAMATIC (left) is a table 
model, handles sheets as 
wide as 16”, and can make 
up to 1000 prints an hour. 
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On Filesmanship 


HE HUMAN AFFINITY FOR PAPER is a 

mysterious and wonderful thing. Peo- 
ple /ike paper. They collect it, treasure it 
and measure their importance by how 
much of it they receive and send. They 
hoard it as the philatelist hoards stamps, 
and they revel in it like a puppy rolling in 
a drift of autumn leaves. And often they 
drown in it—or get backed into a corner 
by filing cases filled with it. 

There are three main types of Papyro- 
philes. (Spell it ‘‘Papyrofiles”’ if you like.) 
There is, first, the Egopapyrophile. Male 








you will 
re-price 
your product 


when you read your copy of 


PROFIT 


ANALYSIS 





BY FREDERICK M. EISNER 

B:C.S., 42.M.,.CP.A. 
You can immediately apply these 
new, modern methods of marketing 
Costs Accounting to 
pinpoint weaknesses 
discover Opportunities to meet and 
challenge competition, and 
increase your profit margins. 
Clear, easy to follow text and pro- 
fuse illustrations. 364 pp. 

$10 postpaid 


----10 day money-back guarantee ---- 


CHARLES M. EISNER 
Dept. C—70 Linda Ave., White Plains, N. Y. 
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or female, this species cannot bear to part 
with even a single piece of paper on which 
any of his precious thoughts or calcula- 
tions has ever been recorded. In his files 
you will find the first memo he ever wrote 
himself when he came to work. It’s on the 
back of a crumpled envelope and it says: 
“Find out when get paid—and why.” 

His first, second, third and fourth 
drafts of every memo or project he has 
had anything to do with are also on file. 
So are the final drafts. His files, in short, 
are drafty. 

He never refers to these things, of 
course. But if you watch him going into 
his office when he thinks you aren’t, you'll 
see him bestow a loving pat on his escarp- 
ment of filing cabinets as he goes by. 
Something like a contented, middle-aged 
alderman, furtively patting his little 
paunch after a good, heavy dinner. 





Next there is the Heteropapyrophile. 
This specimen cannot bear to part with 
any piece of paper anyone sends Aim, or 
any that he can get hold of in any other 
way. Direct mail from outside and inside 
the company; mimeographed, multilithed, 
multigraphed reports and announcements ; 
and, of course, all memos in which his 
name or department is mentioned—all, all 
of them go to his secretary (or some- 
where) marked ‘File Carefully!” 

And clippings and tear-sheets out of 
anywhere (from the Speleological Review 
to the Wall Street Journal) —off they go 
to the files. He says he may want to refer 
to them later; only, of course, he never 
does. 

No one has ever told him that the best 
filing cabinets are round, and that he has 
one right next to his desk—one that is in- 
vitingly empty every morning. 

It never occurs to him that if he wants 
to refer to a memo someone inside the 
company sent him, he will have to re- 
member who sent it to him or probably the 


files can’t turn it up for him. And if he 
remembers who sent it, the sender up- 
doubtedly has a copy that he can get in 
five minutes. 

The Heteropapyrophile is usually a like. 
able fellow. He is easily pleased, delighted 
when you put him on a list to receive any- 
thing, prompt to thank you for “your in- 
teresting memo” next time he sees you, 
In fact, so grateful is he for these little 
attentions that he probably doesn’t rate 
them. 

Now let us discuss briefly the Philan- 
thropapyrophile. He loves his fellow man, 
and he loves paper. Therefore, he showers 
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paper upon his fellow man. The tops of 
his memos remind you of Koko in “The 
Mikado” —the man who “‘had a little list.” 
These communications are addressed (by 
name) not only to individuals interested, 
but to all their assistants and associates. 
To spread the wealth, his secretary either 
has to type four originals with four car- 
bons each, or cut a stencil for the mimeo- 
graph machine. 

He has never heard of the ancient cus- 
tom by which one can scribble the name 
of an assistant on an incoming memo and 
thus make one piece of paper do the work 
of two. Or he doesn’t trust the recipient 
to do this. Which means he doesn’t feel 
the boss will think his memo is sufficiently 
important. 


Maybe the boss is right. 


Reproduced by permission of NICHOLAS 
SAMTAG, promotion director, Time, The 
Weekly Newsmagazine. Copyright 1953, Nick 
Samtag. 
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Canada Holds First Regional Conference of 
Controllers Institute of America 


The Hamilton and Toronto Controls of 
Controllers Institute of America, after 
months of preparation, are ready to act as 
joint hosts for the first Eastern Regional 
Conference ever to be held outside of the 
United States. Conference General Chair- 
man Malcolm S. Sutherland (secretary- 
treasurer, Burlington Steel Co. Limited) 
in discussing the Conference stated that a 
large attendance was expected “because 
the opportunity to visit historic Toronto 
gives a cultural and entertainment balance 
to the program of top-flight speakers and 
timely subjects.” “'The ‘old world’ atmos- 
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phere of the Royal York Hotel,” he con- 
tinued, ‘‘will be an extra attraction for 
those attending the Conference, April 28- 
30, at Toronto, Ontario, Canada.” 

Conference Program Chairman Gor- 
don E. Grundy (vice president, Stude- 
baker-Packard of Canada, Ltd.) announces 
that well-known speakers from both sides 
of the border will participate. 

The opening address on Thursday, 
April 28, will be given by Dr. G. P. Gil- 
mour, president, McMaster University, 
Hamilton, Ontario, while John V. van 
Pelt III, controller, the Kendall Company, 
Walpole, Mass., will discuss ‘How Some 
Companies Are Planning and Controlling 
Their Operations.” 

On ‘thursday afternoon, James L. 
Peirce, vice president and controller, A. 
B. Dick Company, Chicago, IIl., will dis- 
cuss “Controllership Motivation’ and 
George Aitken, assistant general manager 
and comptroller, The Great-West Life 
Assurance Company, Winnipeg, Mani- 
toba, will discuss “Effective Administra- 
tion.” 

The Saturday morning technical ses- 
sions will feature J. Harvey Perry, direc- 
tor, Canadian Tax Foundation, Toronto, 
Cntario, whose subject will be ‘Tax 
Trends in Canada and United States” and 
Allen W. Rucker, president, The Eddy- 
Rucker-Nickels Company, Cambridge, 
Mass., who will discuss ‘‘Productivity—Its 
Meaning, Its Measurement and Its Indus- 
trial Future.”’ 

“The luncheon speakers,’’ Mr. Grundy 
said, ‘‘will be the Honorable Walter E. 
Harris, Minister of Finance, Ottawa, On- 
tario, whose subject will be ‘Budgetary 


Policies in Canada” and Hugh MacLen. 
nan, whose topic will be “The Good 
Neighbour.” Mr. Grundy added that 
Hugh MacLennan was the author of such 
outstanding works as “Barometer Rising,” 
“Solitude,” ‘The Precipice’ and “Each 
Man’s Son.” 

The Entertainment Chairman, J. H. 
Reid (vice president-finance, Standard 
Paving and Materials Ltd.) calls attention 
to the fact that a highlight of the Confer- 
ence will be a colorful ceremony by the 
Pipe Band of the 48th Highlanders of 
Canada. This ceremony, a tradition of the 
British Commonwealth, will take place on 
Friday evening just prior to the buffet sup- 
per dance. Guests attending the supper 
dance are urged to be prompt in order to 
hear the Pipe Band. Other entertainment 
will be scheduled for later in the evening. 
The reception for members and wives will 
take place on Thursday afternoon at five- 
thirty o'clock. 

Wives of those attending the Confer- 
ence are invited to the Thursday evening 
reception, the Friday evening buffet sup- 
per dance, and the Saturday luncheon. In 
addition, they will have a special sight- 
seeing tour of Toronto on Friday morning 
and a private luncheon at the Granite 
Club. 

Mr. Sutherland reminds Institute mem- 
bers that the Annual Meeting of Members 
is scheduled for Thursday, April 28, 1955 
at 2:30 P. M. This particular meeting is 
for members of Controllers Institute of 
America only, but all Conference technical 
sessions and meal functions are open to 
members and nonmembers alike at the 
same admission fee and tariff. 


D. F. Devine Elected Head of New Control 


D. F. Devine, 
vice president-fi- 
nance, American 
Bosch Arma 
Corp., Garden 
City, N. Y., was 
elected president 
of the Long Is- 
land Control of 
Controllers In- 
stitute of Amer- . 
ica, at the first MR. DEVINE 
meeting of the new local group, held 
March 22 in the Garden City Hotel. Mr. 
Devine was chairman of the organization 
committee which formed the Long Island 
Control. The latter brings to 50 the total 
number of local branches affiliated with 
the Institute. 

Other officers chosen are as follows: 
Vice president, L. E. Robertson, assistant 
treasurer, Sperry Gyroscope Company— 








Division of The Gyroscope Corporation, 
Great Neck; Secretary, H. P. Dolan, Mc- 
Lean Dolan, McLean Development Lab- 
oratory, Inc., Copiogue; Treasurer, R. c. 
Toler, secretary-treasurer, Morganite, Inc., 
Long Island City. 

Four others who work or reside in Long 
Island were named to the Board of Direc- 
tors: Theodore F. Gloisten, vice president, 
American Home Magazine Corp., New 
York; H. C. Pillman, assistant secretary- 
treasurer, Republic Aviation Corp., Farm- 
ingdale; Edward R. Rimmels, comptrol- 
ler, Eastman Dillon & Co., New York, 
and Alfred O. Savage, assistant comptrol- 
ler, Standard Oil Company (New Jersey). 

The election followed a ceremony at 
which the new organization received its 
charter, presented by the national presi- 
dent of the Institute—C. R. Fay, vice 
president and comptroller, Pittsburgh 
Plate Glass Company, Pittsburgh. 
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Cincinnati, Ohio 

On March 8, 1955, the Cincinnati 
Control of Controllers Institute of Amer- 
ica held a dinner meeting at the Faculty 
Club of the University of Cincinnati, to 
which were invited students majoring in 
finance and accounting, together with 
members of the faculty, from Cincinnati, 
Xavier and Miami Universities. This is 
the third such educational meeting to be 
held by the Control. 

A panel of members of the Cincinnati 
Control discussed the subject of “Today's 
Controller’ explaining to the students the 
importance of management accounting 
and control as an essential part of success- 
ful business management and affording 
the students an opportunity for discussion 
in a concluding question period. 


ABOVE RIGHT 


Those on the panel representing public 
utilities, retailing, manufacturing and 
banking fields were (Left to right): 

Walter S. March, vice president and 
comptroller, The Central Trust Company ; 
John B. Lawson, piant manager, Auto- 
matic Transmission Division of Ford 
Motor Company; Herbert R. Bloch, Jr., 
controller and assistant treasurer, The 
John Shillito Company; W. G. Barth, 
comptroller and director, The Cincinnati 
and Suburban Bell Telephone Company ; 
and M. Conner Harris, controller, Cincin- 
nati Chemical Works, Inc. 





(BELOW 


Memphis, Tennedsee 


Twelve members and guests of the 
Memphis Control of Controllers Institute 
of America recently visited the plant of 
Plough, Incorporated, where they were 
entertained for lunch in the plant cafe- 
teria followed by a tour of inspection of 
the premises of the drug manufacturer, 
which interestingly includes the largest 
printing plant in the mid-South. (Left to 
right in the front row): 

Merrell A. Dukes, controller of B. 
Lowenstein & Bros., Inc. (secretary-treas- 
urer of the Memphis Control); A. P. 
Isenhour, office manager, Memphis Office, 
Southern Bell Telephone & Telegraph Co. 


LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


(guest of Mr. Harmon); Ben O. Har- 
mon, Tennessee auditor, Southern Bell 
Telephone & Telegraph Co., Nashville; 
Charles A. Harrelson, secretary-treasurer, 
Plough, Inc.; Emmett J. House, vice presi- 
dent, Union Planters National Bank & 
Trust Company ; Ennis Hughes, comptrol- 
ler, McGregor’s, Inc. (president of the 
Control) ; Leo J. Van Herpe, controller, 
Regional Office, Post Office Department, 
Memphis (a member of the District of 
Columbia Control). Back row: Merle J. 
Hansen, treasurer, Cole Manufacturing 
Co.; and W. S. Jackson, comptroller, 
Union Planters National Bank & Trust 
Company (a director of the Control). 
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Converting Management Reports Into Profit Builders 


(Continued from page 174) 


tories had long been accepted as essential 
if the company was to guard against un- 
availability of raw materials and take ad- 
vantage of favorable buying opportunities. 
Yet excessive inventories were one of the 
factors contributing to the company’s com- 
paratively low rate of return on capital 
investment. 

The effort to develop realistic controls 
over this element led, for the first time, 
to the establishment of inventory stand- 
ards for operating purposes—that is, set- 
ting the amount of inventory in each class 
necessary for leveling production, main- 
taining balanced stocks, and ensuring com- 


petitive service to customers. These stand- 
ards, when incorporated in top manage- 
ment inventory control reports, served to 
focus attention on the inventories exceed- 
ing normal operating requirements and 
the soundness of the investment in them. 
During the two and a half years following 
inauguration of this control, the company 
reduced its inventory investment 63 per 
cent. 

By targeting its profit-making opportu- 
nities in these and other ways, the man- 
agement of this company has been able, 
in four years, to lift its return on capital 
investment from bottom position in the 
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industry to third position among the seven 
principal producers, and from a previous 
average annual rate of 4 per cent to 12 per 
cent. 

These gains were not achieved, of 
course, because someone developed a new 
set of control reports; they were achieved 
because a top-management group had the 
perception to isolate the critical factors 
controlling profitability, and then to cre- 
ate a mechanism that would help the 
whole management group concentrate its 
talents single-mindedly on those factors, 


SUPPLEMENTARY BENEFITS 

Apart from this primary goal of rivet- 
ing attention to key profit-making factors, 
the first step in the report-improvement 
program can be expected to produce some 
worthwhile supplementary benefits. 


(a) Reduction in Report Volume 

Of these, the most immediate and per- 
ceptible will be, in all probability, a sub- 
stantial reduction in the volume of infor- 
mation reported. The reason is that a sys- 
tematic, predetermined basis will have 
been provided for identifying expendable 
information. There are probably few com- 
panies that, by this process, cannot safely 
prune away 40 to 50 per cent of their 
present reports. 

There can be little doubt that reduc- 
tions of this magnitude are, by themselves, 
worth special effort to achieve. To be sure, 
they may not satisfy the basic need for 
profit-focused management controls, but 
at the same time they accomplish substan- 
tially more than just the cutting of report- 
preparation costs. This springs from the 
fact that the real economic waste implicit 
in too much information is not the incte- 
mental clerical cost but the loss of execu- 
tive effectiveness that results. Some execu- 
tives, out of impatience and distrust at the 
sheer volume of information, tend to ig- 
nore most of their reports and, in this 
way, miss the vital as well as the marginal 
facts. Others, in their efforts to use the re- 
ports, may be confused rather than helped 
by the mass of figures. As a result, they 
either draw wrong conclusions or hesitate 
to act at all because of their uncertainty. 
But unquestionably the most frequent oc- 
currence is that executives are forced to 
waste immense amounts of time trying to 
extract the significant facts from the pro- 
fusion of “bed-sheet’’ statements that are 
hopefully submitted for their guidance. 


(b) Providing a Universal Language 

A second supplementary benefit is that 
a report structure fashioned in the manner 
described can be a unifying force among 
all levels of management since it promotes 
common understanding of the key factors 
to be weighed in evaluating the perform- 
ance of each job. That this is a critical 
need is borne out by the experience of a 
manufacturer whose executive headquar- 
ters are located in one city, while its three 
plants are in three other cities. The com- 
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any had most of the financial and operat- 

ing reports that traditional accounting 
concepts call for, but the pieces failed to 
tie together in an interlocking system of 
control. Over a period of years the lack 
of a common management-control lan- 
guage and outlook had generated misun- 
derstanding and conflict between plant 
and headquarters personnel. To measure 
manufacturing results, home office execu- 
tives were using figures basically different 
from those used by plant management to 
evaluate its own performance. As a con- 
sequence, each plant manager had to keep 
two sets of figures in his desk. He used 
one when working with his subordinates 
and the other when trying to answer top 
management's questions about “‘variances”’ 
which he himself felt were either account- 
ing fiction, or not controllable at the plant 
level, or not the important things to 
watch. 


DEVELOP NEW YARDSTICKS 


The cornerstone of effective control is 
determination of how good a job is being 
done. Hence, no report has real control 
value unless it facilitates evaluation of 
what has happened by comparing actual 
—— with what it should have 

en or was reasonably expected to be: 

Thus, the second step in an all-out at- 
tack on report improvement is to “‘estab- 
lish yardsticks of performance where none- 
existed before.”* The ideal goal, of 
course, would be to develop a system of 
control that contains quantative meas- 
urements or evaluation criteria for every 
important element of performance affect- v 
ing long- as well as short-term profits. 
To our knowledge no company has yet 
fully achieved this goal, although a num- 
ber of leading ones are making organized 
drives in that direction. 

In the last 25 years a great deal has 
beca accomplished throughout American 
business to build engineered standards 
and predetermined goals into the fabric of 
management technique. The widespread 
use of time measurement methods, stand- 
ard costs, sales forecasting, and budgetary 
control systems has led to the establish- 
ment of figure yardsticks for a sizable part 
of the total business endeavor. 

Much, however, still remains to be 
done. The importance of what has been 
accomplished to date in this area is in no 
way diminished by recognizing that it has 
been largely limited to setting perform- 
ance standards for those elements which 
have a direct and measurable effect on 
short-term profits—that is, the income, 
cost, and expense items covered by the ac- 
counting system. 

This leaves two major areas of need 
and opportunity. 


(Continued on page 196) 





* Wayne C. Marks, “The Organization of 
Research Activities Under the Controller,” The 





Controller, October 1951, p. 443. | 


THE CONTROLLER = APRIL, 1955 


Which of these many 
















CREDIT MEMORANDUM | 


ce 









SALESMANS ORDER BOOK i 


sgl RETURNED GOODS a 
| all oe a 


Baltimore Business Forms 










——— a SHIPPING ORDER 
ar eS 2s ‘ies £ 


can you use to modernize 


DEPOSIT SLIPS 





How long has it been since you’ve looked over your present forms. 
Or have you just overlooked them, without connecting changing con- 
ditions at your company with the need for changed systems? A thor- 
ough analysis of your operation by a Baltimore Business Forms 
expert can pay unexpected dividends in the form of faster paper work, 
greater internal efficiency and speedier external communications 
and deliveries. The experience gained by Baltimore Business Forms 
in solving countless problems for over 60,000 of the nation’s leading 
business houses can solve yours too. Give us a call or write us— 
today! There’s a handy coupon printed below. 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Raltimore Salesbook Company 





The Baltimore Salesbook Company, 3140 Frederick Avenue, Baltimore 29, Md. 
We are interested in seeing samples of Baltimore Business Forms. 








| 
| | 
| Name ne ee 
Company_____ : | 
| Type of Business. 7 aoe 
| Address 
| City Zone State | 
Tdsacicasediseieiinaienaibielimde lassi teal aad eas an il 


195 











Converting Management Reports Into Profit Builders 


(Continued from page 195) 


The first covers a great many elements 
of performance that can be expressed 
quantitatively but which may not have a 
direct effect on profits. In this area, for ex- 
ample, there is a need in many companies 
for setting standards on such factors as in- 
ventory turnover, facilities utilization, cus- 
tomer turnover, product rejections and re- 
turns, delivery performance, and the like. 

The second and larger area includes all 
those elements of performance that can 
/ be expressed neither quantitatively nor in 
terms of contribution to short-term profits. 
In fact, for most of them, the effect on 
profits can ordinarily be felt only over a 
long period of time. This category in- 


cludes virtually all important performance 
factors comprising such functions as en- 
gineering, research and development, con- 
trollership, purchasing, and industrial re- 
lations. 

In these areas, the road to setting per- 
formance standards is admittedly a long 
and difficult one, and relatively little has 
been accomplished to date. But, after 
some imaginative thinking and patient 
cut-and-try designing, a few large compa- 
nies are about ready to take their first 
halting steps in this direction. Their ef- 
forts were born of the realization that the 
elements of performance which are most 
difficult to measure by any present-day 
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techniques are the very ones that have the 
greatest bearing on long-term success of 
the business. 

It is worth noting that the basic ap. 
proach developed by these pioneers lies 
in’ establishing performance goals that 
focus attention on results to be achieved 
rather than merely on departmental ex. 
pense budgets. But, whatever the most 
practical answer to this need proves to be, 
there can be little doubt that the effort to 
find one is worth the candle. The com. 
pany that does find a way of developing 
performance yardsticks which tie the work 
of all segments of the business into the 
objectives of the business as a whole will 
have gone a long way toward recreating 
the driving sense of profit consciousness 
that functional specialization has tended 
to destroy. 


SHARPEN PRESENTATION TECHNIQUES 

The last step in a comprehensive report 
improvement program is to develop in- 
formation presentation techniques that 
make it easy for the nonaccounting execu- 
tive to understand and use his reports. 
This is admittedly a matter of form and 
not of substance, but a great many busi- 
ness executives will testify that it has a 
major bearing on the usefulness of reports 
and, therefore, on the extent to which 
they are used. 

Report preparers will be well repaid for 
careful study and application of such 
techniques, for even where reports con- 
tain built-in yardsticks and cover key ele- 
ments of performance, their value will be 
immeasurably strengthened if executives 
can grasp the significant facts and rela- 
tionships quickly instead of having to 
study the reports carefully to extract their 
full meaning. 


CONCLUSION 

In discussing this three-step approach 
to strengthening control reports as a man- 
agement tool, we have not meant to sug- 
gest, of course, that any structure of infor- 
mation or system of control can replace 
the need for judgment, vision, resource- 
fulness, skill in motivating men, entre- 
preneurial drive, or any other executive 
quality. There is much evidence, however, 
| that successful application of the three 
| steps we have outlined will help to bring 
these executive qualities into fuller play by 
making executives better informed and by 
focusing their attention on the factors that 
have a major bearing on profit results. 

The task of carrying out these steps 1s 
clearly not a short, simple one. To do any- 
thing more than a patched-up job requires 
a great deal of time and hard, competent 
work. But the fruits can be well worth 
the labor, for as the vice president of 4 
large equipment manufacturing company 
put it: “It took us five years to develop 
the control factors we are now using. We 
consider them one of our most priceless 
assets.” 
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wh Wayne University Summer | 
Computation Laboratory | i | 
ih The summer program at the Wayne | / OW 2 LAM Wy A 
University Computation Laboratory will | 
that cover four separate areas: | } W//4 TUB SKY A 
— Electronic computers, business and en- | fs 
sive gineering applications, June 6-June 11; 
by Automatic data processing, June 13- 
‘ ne 18; 
path isthematical programming of manage- 
om ment problems, June 20-June 25, and 
ping Numerical methods in advanced pro- 
work ramming techniques, June 27-July 2. 
‘ the The lectures, discussions and work- | 
will shops will be conducted by experts in the | 
ating various fields as well as the a at Wayne 
—— University. Representative business and 
nded engineering problems will be programmed 
for Wayne’s UDEC as well as for several 
other commercially available machines. 
QUES Programming will be done in the work- 
eport | shop period of each day and computers 
p in- | will be at hand to run the sample prob- 
that lems. 
xecu- For further information write to A. W. 
ports. Jacobson, director, Computation Labora- 
1 and tory, Wayne University, Detroit 1, Mich. 
busi- 
has a : ® * 
ports | Shareholder Relations Cuts Paper Handling Time by 95 % 
which The Annual Survey of the Shareholder 
Relations Policies of 1,000 Industrial Cor- PAID FOR ITSELF WITHIN 7 YEAR! 
id for porations has been published in a folder ° 
such} for free distribution by Financial W orld, 
= national weekly magazine, and the spon- i 
Bre sor of the international competition in Swank, Inc., Attleboro, Mass., manufacturers of men s jewelry, 
tives | Mmwal reports. The study of corporate leather and other accessories, have cut credit checking time 
cele: policies and techniques in handling stock- of orders from 2 or 3 hours to 3 to 5 minutes. The credit 
1g to holders aie mene the nine ey supervisor reduced her daily trips to customer service and 
‘their | MCW of this subject by Weston Smith, : ‘2 er Bs Sais gus 
survey director of the publication. billing departments by over 80%. One full-time and one part- 
A variety of mailings sent to share- time messenger have been freed for more productive work. 
holders, investors and security analysts are 
: ere . . ' 
sroach es ligule pce se 3” Lamson Airtube System accomplished this saving in 
man- | letters, post-mecting reports, stockholder time and manpower. Transparent shell carriers . . . with a 
) sug>} fact books and statistical year books sent 10” inside length . . . give immediate recognition of contents. 
ag enc and professional in- | Engineered with simplicity, system consists of a central desk 
ource- Dik sen indicated in the aumier of | in customer service department with stations at the credit and 
entre- | corporations utilizing various mailings, | billing departments. 
cutive | but the broadest improvement has been 
wever, | shown in the annual report. The number | Paper work is now handled more rapidly, more efficiently and 
three | of annual report advertisers has increased | at less cost. Discover how a simple Lamson Airtube System 
bring | to 26.6 per cent of the thousand corpora- | pelea AR. ein : ; wip 
ly by tions responding, while the managements | can save you time, manpower and money. 
ind by } employing counsel in financial publicity | 
rs that | and Gaccholder relations have fae | OE OS Se ae 
its. | 0 22 per cent of the total. Last year 121 
eps § | companies provided free lunch or refresh- 
o any: | Ments at the shareholder annual meeting, 1 -mson Corporation 
quires | compared with 80 in 1953. 3124 Lamson Street, Syracuse 1, N. wo s 
petent Please send me a free copy of “On Target” which 
worth will give me complete information on Lamson 
Airtube Systems. 
t of « | | EXPERIENCED CONSULTANT a NAME .. 
mpany Broad Problems of Controllership Offices in caine 
evelop W. I. McNeill Cities 
g. We Former Industry Vice-President 
; and Controller 
iceless 210 Park Ave., Suite 5A, New York 17, N. Y. 
14 Hillcrest Ave., Summit, N. J. 
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in Insurance Budget 


The growth and expansion in Employee Insurance 
Benefits Plans has often resulted in group premiums 
exceeding the total of all other insurance premiums. 


Also, this type of insurance is not subjected to annual 
competition. Unless the insurance company’s retention 
is properly checked, firm’s cost may be much higher 
than necessary. 


Our more than thirty years experience in auditing 
Group Plans carried with all of the leading insurance 
companies is available to management on a reasonable 
fee basis. 





HERBERT L. JAMISON & CO. 











Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 
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Retailers Installing 


New Accounting System 

Department store controllers all ove 
the nation are currently at work installing 
the new system detailed in the Expense 
Center Accounting Manual, which was re. 
cently published by the Controllers’ Cop. 
gress of the National Retail Dry Goods 
Association. The Expense Center system 
is an entirely new concept designed to 
serve as a springboard for cost reduction 
by enabling retailers to pinpoint and 
evaluate every expense-producing factor 
in the store. The new procedure embraces 
a revised and improved classification of 
natural divisions of expense and a radi- 
cally different system of expense alloca- 
tion. It leads logically to the new tech. 
nique of expense management and 
control, which is also detailed in the new 
Manual under the designation of “Pro. 
duction Unit Accounting.” 

Over 500 stores have already switched 
to the Expense Center system and many 
more will do so before the year is over, 
By the spring of 1956, the old functional 
breakdowns of Administrative, Occu- 
pancy, Publicity, Buying and Selling, will 
be obsolete in retailing. From that time 
on, all interstore exchanges of operating 
information will be on the Expense Cen- 
ter basis, including the annual study, 
“Operating Results of Department and 
Specialty Stores” (The Harvard Report), 
which is prepared and published by Har- 
vard University. 

The new Manual may be considered as 
being divided into three parts: the first 
deals with the Expense. Center concept 
and details the accounts to which various 
expense items should be charged; the 
second explains Production Unit Account- 
ing, and specified units of measurement 
for each Expense Center; the third is a 
collection of chapters on special retail ac- 
counting problems, such as, Accounting 
for Workrooms, Leased Department Ac- 
counting, Report Presentation, and De- 
partmental Expense Distribution. The 
Manual also includes a comprehensive ex- 
pense classification index. 

Copies of the “Expense Center Ac- 
counting Manual” may be obtained from 
the Controllers’ Congress, National Re- 
tail Dry Goods Association, 100 West 
31st Street, New York. Prices are $12.50 
to NRDGA members and _nonretailers 
(accountants, universities, libraries, etc.), 
$20.00 to nonmember retailers. 


NRDGA 1955 Convention 

The 35th Annual Controllers’ Congress 
Convention is scheduled for May 30-June 
3 at the Wentworth-by-the-Sea, Ports- 
mouth, New Hampshire, and will be open 
to both members and nonmembers. Fur- 
ther information about the program 
events can be obtained by addressing Con- 
trollers’ Congress, National Retail Dry 
Goods Association, 100 West 31st Street, 
New York 1, N. Y. 
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Controllers Warned on Excess Profits Taxes 


tax law to reduce taxes, consideration 
should be given to the possibility of Con- 
gress enacting another excess profits tax if 
Formosa should involve us in war, de- 
dared Peter Guy Evans, New York attor- 
ney and certified public accountant, at the 
dinner meeting of the New York City 
Control of Controllers Institute held at 
the Roosevelt Hotel on February 1. 

“The new law is supposed to be a sim- 
plification and a codification of our tax 
laws. Neither the pattern nor the basic 
and underlying structure of our tax system 
was changed materially.’’ Mr. Evans said. 
“Rates weren't lowered or exemption al- 
tered. However, with enlarged deduc- 
tions, a little relief and benefit was doled 
out here and there. Psychologically, the 
tax climate was improved.” 

Everyone was encouraged to spend, to 
buy and to invest. New machines, equip- 
ment and construction can be quickly 
written off under accelerated or quickie 
methods. The “‘break’’ on dividends is en- 
couraging individuals to buy stocks with 
savings. Stock prices are going up and the 
Senate wants to investigate the stock mar- 
ket boom. 

Since corporations can now merge or 
split with more certainty of the end tax 
results, investigations of mergers are also 
bound to follow, he predicted. ; 

Corporations will benefit because equity 
financing is easier now as the limited 
dividend tax credit has made it attractive 
for individuals to buy stocks. 

Basically, our old tax law was supposed 
to be simplified. However, most of the 
time, simplicity is illusory. The old tax 
law has been tested and reinforced with 
Court decisions. Therefore, whenever the 
new provisions use simpler or different 
words, their meaning or interpretation 
will be revealed in the litigated cases. 

The new tax law attempts to iron out 
the differences between business income 
determinations. Accountants and the 
Commissioner have figured income in 
different ways. In the past, business ac- 
counting always yielded to tax accounting. 

Several sections of the new tax law 
dliminate a good many differences be- 
tween the two and bring tax accounting 
into closer harmony with business ac- 
counting. 

In the Federal Register of Jan. 24, 
1955, the Commissioner published the 
long-awaited proposed Regulations, inter- 
preting two sections of the new tax law. 
The more important pertains to reserves 
for estimated expenses. 

Although the language of Section 462, 
Providing for reserves for estimated ex- 
penses, is rather general and broad, the 
Commissioner in his proposed Regula- 


ag MAKING elections under the new 
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tions has attempted to narrow the scope 
and purpose of the section by his strict 
interpretation thereof. 

Mr. Evans urged controllers “to study 
the new proposed Regulations immedi- 
ately and to submit their data, views and 
arguments, pertaining thereto, in writing, 
to the Commissioner of Internal Revenue 
before February 23 as consideration can 
only be given to presentations if made 
within 30 days of publication date.” 

Section 462 increases the amounts of 
certain kinds of business expenses which 
can be deducted on a corporation tax re- 
turn where an “election to increase such 
expenses” has been made. 

Mr. Evans pointed out that deductions 
for depreciation can be so stepped up that 
the earlier years will be substantially 
larger. 

With the new approach to deductions, 
corporations can increase deductions and 
decrease their tax bills. 

The amount of reduction in taxes repre- 
sents actual cash saving and increase in 
working capital. However, you must take 
into account all the consequences of your 
company’s elections to secure the benefits 
under the new tax law. Your interpreta- 
tions of the new features may prove very 


costly if subsequent litigation proves you 
were wrong,” he warned. 

“Furthermore, Formosa is confronting 
us, and should it prove explosive, won't 
Congress enact another excess profits 
tax?’ he queried. 

“If we have another war and a new ex- 
cess profits tax, 1954 may be the all im- 
portant base period year. Because of the 
greater deductions claimed in 1954, the 
base period income may be very low while 
the income in the excess profits tax years 
may be high, due to decreasing amounts 
of depreciation and no opportunities to 
double up again certain types of expenses 
as in 1954,” he concluded. 





Reprinted from The Commercial and Finan- 
cial Chronicle, February 3, 1955. 


U. S. Debt Rises 


According to H. Eliot Kaplan, chair- 
man of the Committee on Retirement 
Policy for Federal Personnel, the exist- 
ing national debt of $275 billion should 
be raised by more than 10% because 
of the accrued liabilities in the Fed- 
eral Retirement System. Pension obli- 
gations, Kaplan says, now total $30 
billion and are increasing steadily. 
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Whole-Dollar Accounting 

Application of the whole-dollar ac- 
counting concept by the Post Office De- 
partment, and other changes in proce- 
dures for handling small remittances, re- 
sulted in a 32% reduction (from $8 mil- 
lion to $5.4 million) in total remittances. 
Discontinuance of regional segregation 
in listing of paid money orders by Federal 
Reserve Banks indicated a probable sav- 
ings of more than $200,000. A projected 
study to be undertaken by Controllership 
Foundation will deal with Whole-Dollar 
Accounting. 


This Electronic World 

General Mills Inc. says it has put on the 
market a fully automatic machine for the 
production of electronic equipment called 
“Autofab.”” It will assemble in a little 
more than a minute the same number of 
multi-part electronic units that it now 
takes one worker a full day to assemble. 
The machinery requires only two work- 
men and a supervisor and has a capacity 
of more than 200,000 assemblies a month. 
The first sale of this machine was made 
to IBM for use in the production of giant 
electronic computers needed by the U. S. 
Air Force in defense installations. 
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A tiny magnetic core with a two-way 
magnetic field called the “bi-mag,” is 
claimed to be a rival of the equally small 
transistor now in widespread use in all 
sorts of electronic products. Like the tran- 
sistor, the bi-mag can be used in printed 
circuitry but it is relatively rugged and 
needs no special care in handling. 


Two committees of the American 
Bankers Association have prepared joint 
reports which define bank needs and re- 
quirements for automatic machines. The 
reports are being submitted to manufac- 
turers of electric and mechanical equip- 
ment and cover seven different categories, 
such as movement of substance, reading of 
data, recognition of information, ability to 
compare, facility to select, capacity to ad- 
just and means to record. 


The increasing trend toward mechaniz- 
ing clerical routine enabled National Cash 
Register to score the second highest sales 
in its history last year. Growing recogni- 
tion of the need to cut mounting costs of 
clerical work were reflected in record or- 
ders for accounting machines, according 


to NCR officials. 


A digest of information developed by Controller- 
ship Foundation in answer to a recent inquiry 


CORPORATE ACCOUNTING PRACTICE 
WITH REGARD TO DIRECT AND INDIRECT TAXES 


In a survey of 17 processing companies concerning their 
practice in compiling data on direct and indirect taxes it was 


found that: 


15 made no attempt to keep track of, or estimate, the 


amounts paid in indirect taxes. 


1 kept figures on the indirect tax burden on/y when they 
covered something that was deductible for other tax pur- 


poses. 


1 had considered keeping such records but discarded the 
idea because the expected cost promised to far outstrip the 
value of the information that would be acquired. 
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Corporate Controllership 

Phase one of Controllership Founda. 
tion’s research study on Corporate Con. 
trollership is meeting with outstanding te. 
sponse from members of Controllers Ip. 
stitute. The questionnaire was sent out to 
all active members of Controllers Insti. 
tute and almost 2000 replies have been 
received, indicating a return of close to 
50%. This questionnaire survey will de. 
velop information about the corporate con- 
troller, his executive responsibilities, his 
place on the corporate Management team, 
training, experience, and kinds of non. 
company activities that make up the per: 
sonal background which the corporate 
controller brings to his job. A pilot-run 
tabulation of 125 replies has been com. 
pleted; coding and editing of the other 
responses is now under way. Further in- 
formation about the progress of this study 
will appear in subsequent issues of THE 
CONTROLLER. 


Taxes and Investment Decisions 

According to a survey made by the New 
York Stock Exchange, 49% of upper-in- 
come investors who own stocks believe 
that federal taxes have no effect on their 
investment decisions. Only 30% of the 
group said they thought that taxes had 
great effect ; the rest believed the effect was 
moderate. Another discovery was that 
66% of those who could not describe 
common stock correctly didn’t want to 
know anything more about it. Of those 
who knew what it was, 54% knew as much 
as they cared to absorb. Of the entire adult 
2 saps only 10% would even con- 
sider common stock as an investment for 
surplus money. 


Budgets for Colleges 

Budgetary accounting procedures and 
accounting forms for small colleges and 
universities is the subject of an article by 
Robert W. Feyerharm, assistant treasurer 
and associate professor of Carleton Col- 
lege, which was published in the January 
1955 issue of The Accounting Review, of- 
ficial publication of the American Ac- 
counting Association. The article is based 
on reports received from 21 colleges and 
universities with enrollments of 2500 or 
less, was originally a paper presented at a 
meeting of the Central Association of 
College and University Business Officers 
held at Oklahoma A & M College in April 
1954, 


Financial Report for U. S. 
Manufacturing Corporations 
Profits after taxes of U. S. manufactur- 
ing corporations in the third quarter of 
1954 are estimated at $2.7 billion, about 
9 per cent below the preceding quarter, ac 
cording to the Quarterly Financial Report 
of the SEC and FTC. For the first nine 
months of 1954 profits after taxes 
amounted to $8.2 billion compared with 
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$8.7 billion and $7.7 billion in the cor- 
responding periods of 1953 and 1952 re- 
spectively. The annual rate of return after 
taxes, on stockholders’ equity for all manu- 
facturing corporations in the third quar- 
ter of 1954 was estimated at 9.3% com- 
pared with 10.5% for the same period in 
1953. Profits after taxes amounted to 4.4¢ 
per dollar of sales, about the same as in 
the corresponding quarter of 1953. Man- 
ufacturers' inventories showed a decline 
and were estimated at $42.8 billion, net 
working capital of all manufacturing cor- 
porations increased $700 million during 
the quarter. Liquidity as measured by the 
ratio of cash and government securities to 
current liabilities showed an increase dur- 
ing the quarter and at the end of Septem- 
ber is estimated at 70 per cent. 


Growth of Stock Options 

In the past five years, nearly 500 major 
companies have granted employes, usually 
officers and other “‘key’’ employes, options 
to purchase stock. In 1954, 74 companies 
listed 13.6 million shares with the New 
York Stock Exchange for employe plans, 
compared with 72 companies and 9.2 mil- 
lion shares in 1953. 


Electronics and Decentralization 

Large corporations will go on decen- 
tralizing management despite the increas- 
ing use of “electronic brains’ Don G. 
Mitchell, president and chairman of Syl- 
vania Electric Products recently told an 
AMA Conference on Electronics in Busi- 
ness. “The concept of decentralized re- 
sponsibility and authority,” he said, “‘is 
based not on the speed of information, 
but rather on the saturation points of the 
human mind. No matter how readily 
available information may be, and in what 
form, there are limits to the load a man- 
ager can and should carry.’ Controller- 
ship Foundation, research arm of Control- 
lets Institute, has recently published CEN- 
TRALIZATION VS. DECENTRALIZATION IN 
ORGANIZING THE CONTROLLER'S DeE- 
PARTMENT, $6.00 ($4.50 to Institute 
members) and has underway a publication 
on case studies in planning for business 
applications of electronic machines. These 
publications are available from Controller- 
ship Foundation, Inc., 1 East 42nd Street, 
New York 17, N. Y. 


Automation at Work 

Bell Telephone Laboratories has cre- 
ated a machine that automatically carries 
out a series of more than 15 intricate steps 
in making transistors no larger than a 
gtain of wheat. The machine makes a 
transistor and conducts a series of electri- 
cal tests to determine whether the product 
is accepted or rejected within a minute. 
Although now highly experimental, the 
— machine is expected eventually to 

come a pilot model for similar indus- 
trial machines. 





TIME AND COST FACTORS IN LETTERWRITING 





The following table, developed by the National Archives and 
Records Service, General Services Administration, compares 
the time and costs factors in creating a typical one-half page 


letter of 175 words: 


Steno 
Dictation 
Planning what to say 10 
Dictation 10 
Looking up a letter 0 
Transcribing—typing 7 
Reviewing—signing 2 
Total Minutes 29 


Cost in terms of salary 70 cents- 
$2.45 





Study of Growth Stock 


A research into 18 years of stock mar- 
ket prices and earnings, appearing in the 
March/April Harvard Business Revieu 
says, growth stocks “look superior in the 
long run to stable income stocks to mar- 
ket averages, both in principal and in- 
come.” For survey purposes, growth 
stocks are defined as those for which there 
exists a current and/or prospective in- 
crease in the demand for the company’s 
product or services or a sustained period. 
A group of selected growth stocks more 
than tripled in dollar value from 1936 to 
1954 and showed a greater average princi- 
pal-appreciation than ten investment 
trusts, the report says. 


Data Processing 
According to the Task Force Report on 
Paperwork Management, the relative costs 
of data processing for a specific process 
were as follows: 
Hand calculations 
Tabulating equipment 
Automatic machine 


Labor in Management 

According to a Wall Street Journal 
story, a German experiment in letting 
labor unions help run the nation’s busi- 
ness corporations has not been successful. 
Observers state that the businesses are 
still in practice run by the businessmen ; 
the average working man can’t see that 
he’s gained any higher wages; the union 
officials often suffered embarrassment in 
trying to serve simultaneously in manage- 
ment and in opposition to management. 
One German union official has stated that 
they are going to de-emphasize political 
objectives and plug harder for more im- 
mediately realizable economic aims. 
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Minutes required for— 


Guide Letter 
Machine Correspondex— Form 
Dictation type Letters 
10 0 0 
5 0 0 
0 2 1.0 
8 6 1.5 
2 E 
25 9 3.0 
60 cents- 20-30 cents 8-15 cents 
$2.25 


Records Retention 

In private industry, 4% of the records 
are considered “‘permanent’’ while the av- 
erage for all government agencies is 26%. 
The figures for various government agen- 
cies vary considerably, with 17% as an 
average for the Armed Forces, 67% for 
the Veterans’ Administration, 69% for 
Interstate Commerce and 86%-for Selec- 
tive Service. Controllership Foundation 
has completed the field work on its case 
studies in the control of corporate record 
keeping. The publication date for this 
study will be announced later. 


The Army Corps of Engineers, through 
improved programming and accounting, 
reduced the volume of reports forwarded 
to the Office of the Chief of Engineers by 
70% and also reduced the staff associated 
with civilian pay roll accounting by ap- 
proximately 50% at an estimated savings 
of $500,000 a year. Seventeen million 
card index files of Veterans’ Administra- 
tion beneficiaries maintained in the vet- 
erans’ benefits office by 23 full-time em- 
ployes was discontinued, resulting in a 
substantial savings in personnel and equip- 
ment. 


Multi-purpose Accounting Machine 

IBM has developed a new type of ac- 
counting machine which enables one op- 
erator to perform several different office 
functions at once. When handling a billing 
order, for example, an operator can turn 
out simultaneously an invoice, stock selec- 
tion tags and shipping tags or other re- 
lated information. At the same time, a 
computing device multiplies quantity times 
price, applies the discount, adds the sales 
tax and enters all of these figures and the 
net price on any of the forms where it is 
required. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN ... 

Harold P. Taylor (#3147-1944) has 
been elected president of the Wisconsin 
Public Service Corp., Milwaukee, Wis., ef- 
fective April 1. Mr. Taylor started with the 
company in 1925 as a division auditor, be- 
came treasurer in 1938, a director in 1952 
and senior vice president in 1954. He is 
currently president of the Wisconsin Util- 
ities Association. Mr. Taylor succeeds 
Charles E. Kohlhepp (#1654-1940), who 
resigned on April 1 to assume the presi- 
dency of the Jersey Central Power & Light 


Hal Harrison 
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Co., Asbury Park, N. J. . . . Robert D. 
Hill (#4000-1947) was recently elected 
president of Taylor-Wharton Iron and 
Steel Company, High Bridge, N. J. Mr. 
Hill was first associated with Taylor- 
Wharton in the position of treasurer in 
1949 and shortly thereafter was elected to 
the position of executive vice president. 
In his new capacity Mr. Hill assumes full 
responsibility for all phases of the com- 
pany’s business including the operations 
of the company’s plants in Cincinnati, 
Ohio; Birmingham, Alabama; Easton, 
Pennsylvania; and High Bridge, N. J. 
Milton M. Fritch (#1784-1940) has been 
elected president and a director of Con- 
solidated Retail Stores, Inc., New York. 
From 1946 until his resignation to assume 
his new post, Mr. Fritch was associated 
with Mangel Stores, as vice president and 
general manager. He continues as a di- 


MR. FRITCH 


rector of Mangel Stores. During World 
War II he was a colonel in the Army, serv- 
ing as chief of the finance branch of the 
Army Exchange Service. Previously he 
was with Saks-Fifth Avenue, New York, 
for many years in various executive capac- 
ities. 


NEW CONNECTIONS .. . 

W. W. Stewart (#3742-1946), formerly 
controller, National Screw & Manufac- 
turing Company, Cleveland, Ohio, has 
been appointed to the newly created post 





of controller of Peerless Electric Com- 
pany, Warren, Ohio. He is currently presi- 
dent of NACA—Cleveland Chapter—and 
a director of the Cleveland Control of 
Controllers Institute. . . . R. W. Sand- 
burg (#3308-1945), formerly controller, 
the Andrew Jergens Co., Cincinnati, 
Ohio, has joined Power Equipment Com- 
pany, manufacturers of power supply units 
for electronic computers, Galion, Ohio, 
as executive controller. Mr. Sandburg is 
a director of Controllers Institute and a 
member of the national Executive Com- 
mittee. He was vice president of Region 
VII, 1953-54, and president of the 
Cincinnati Control, 1951-52. . . . Philip 
Donham (#2456-1943) has joined the 
Bullard Company, Bridgeport, Conn., as 
assistant to the president. Mr. Donham, 
who was formerly with Booz, Allen & 
Hamilton, New York, is a member of 
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the Management Planning and Control 
Committee of the New York City Control] 
of Controllers Institute. 

Edwin H. Crichley (#5491-1952) jg 
now executive accountant for the Aero 
Supply Manufacturing Company, Corry, 
Pennsylvania. He was formerly assistant 
comptroller of the Parker Appliance Com. 
pany, Cleveland, Ohio. ... Ellis M, 
Moore (#4029-1947), former treasurer, 
U. S. Bobbin & Shuttle Company, Law. 
rence, Mass., has joined Ultrasonic Cor. 
poration, Cambridge, Mass., as vice presi- 
dent and treasurer. . . . Sidney C. Jack. 
son (#6211-1954) is now controller of 
Sunbury Textile Mills, Inc., Sunbury, 
Pennsylvania. 

Don Hosler (#4641-1949), secretary- 
treasurer, Portland Control of Controllers 
Institute, has been succeeded in that office 
by Vernon L. Thomas (#3114-1944), as- 
sistant treasurer and controller, Portland 
Traction Co., Portland, Ore., upon Mr. 
Hosler’s accepting a position as county 
auditor of Malheur County, Oregon, and 
moving to Vale. . . . Albert R. Gremse 
(#3676-1946), assistant to the comptrol- 
ler, American Bridge Division, United 
States Steel Corp., Pittsburgh, Pa., is now 
controller, Blount Brothers Construction 
Company, Montgomery, Alabama. 

Charles H. Mahlstedt (#5189-1951) 


Carlson 
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has joined Bonomo’s—Korday Candies, 
Brooklyn, N. Y., as controller. He was 
formerly associated with Intaglio Service 
Corporation, New York. . . . Jerald S. 
Hanks (#4504-1949), recently associated 
with Pierce Management, Inc., Aliveri, 
Greece, has joined the Bethlehem Globe 
Publishing Company, Bethlehem, Pa., as 
assistant to the president. . . . Lansdale 
Boardman (#6349-1954) has joined Ches- 
apeake Industries, Inc., New York. He 
was formerly assistant comptroller, Ka- 
man Aircraft Corporation, Bloomfield, 
Conn. . . . Egnar E. Johnson (#5974 
1953) is now budget supervisor, Convair 
Division, General Dynamics Corporation, 
San Diego, Calif. He was formerly treas- 
urer of the Kaydon Engineering Corpora- 
tion, Muskegon, Michigan. 

John J. Hennessy (#5004-1951) has 
been appointed controller of the R. M. 
Hollingshead Corporation, Camden, N. J. 
He was formerly with Rensselaer Valve 
Company, Troy, N. Y., as vice president 
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and treasurer. Mr. Hennessy is a director 
of the Albany Control of Controllers In- 
gitute. . . . Charles W. Tucker (#729- 
1936), recently comptroller of the Fed- 
el Maritime Board and of the Maritime 
Administration, U.S. Department of Com- 
merce, Washington, D. C., has assumed 
the position of controller of the U.S. Op- 
eations Mission to Indonesia with head- 
quarters in the capital city, Djakarta, on 
the island of Java. Mr. Tucker, a CPA, 
isa past president of the Boston Control 
of Controllers Institute, 1938-1939, and a 
past director of the New York City Con- 
trol. 


PROMOTIONS .. . 

Henry F. Chadeayne (#3784-1946), 
comptroller, General American Life In- 
surance Company, St. Louis, Mo., has been 
named treasurer, succeeding Charles H. 
Hempel, who retired on January 7, 1955. 
Mr. Chadeayne is vice president and a di- 
rector of the St. Louis Control of Control- 
lets Institute. Victor F. Bachle, manager of 
the Investment Accounting Department 
of General American since 1930, was pro- 
moted to acting comptroller in charge of 
the Accounting Division. . . . F. Hall 
Hately (#5332-1951), controller and as- 
sstant treasurer, Farrington Manufactur- 
ing Company, Boston, Mass., has been 
made treasurer and controller. . . . Oliver 
A. Gottschalk (#4362-1948), formerly as- 
sistant controller, the Carborundum Com- 
pany, Niagara Falls, N. Y., has been ap- 
pointed assistant to the president. Mr. 
Gottschalk was president of the Newark 
Control of Controllers Institute, 1952-53, 
at the time he was affiliated with Lehigh 
Warehouse and Transportation Company, 
Newark, N. J., as vice president, control- 
let and a director. 

John P. Buchan, administrxi:ve assist- 
ant to the executive vice president of Bell 
& Howell Company, Chicago, Ill., has 
been elected controller to succeed Lee C. 
Andrews (#5333-1951), who has re- 
signed. . . . John N. Latter was elected 
assistant controller at the same time. . . . 
Arthur E. Ericson (#5056-1951) has been 
cected vice president and treasurer, Oscar 
Mayer & Company, Madison, Wis. He 
was formerly controller. . . . Percy E. 
Warner (#4956-1950), manager organi- 
zation and control division, Title Insur- 
ance and Trust Company, Los Angeles, 
Galif., is now vice president and treasurer 
of the company. 
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Frank J. Carr (#29-1931), formerly 
controller, Mallinckrodt Chemical Works, 
St. Louis, Missouri, has been elected vice 
president. Mr. Carr, who served as first 
president of Controllers Institute, 1931 to 
1933, was succeeded as controller by Har- 
old A. Brinner, who joined Mallinckrodt 
on August 1, 1954 as assistant controller, 
following service with Price Waterhouse 
and Company. ... Gordon Edwards 
(#3016-1944), assistant treasurer and 
budget director of Kraft Foods Company, 
Chicago, Ill., has been named treasurer to 
succeed Oliver A. Blackburn, the former 
secretary-treasurer, who retired on March 
1 after 47 years of association with the 
company. Vernon G. Sargent succeeds Mr. 
Blackburn as secretary. 


RETIREMENT . . . 

F. P. Marsh (#2906-1944), secretary 
and treasurer, Southwestern Drug Cor- 
poration, Dallas, Texas, retired on Janu- 
ary 1,1955. . . . C. Bell Sample (#4369- 
1948), chief accountant, Southwestern 
Drug, has been named secretary and treas- 
urer to succeed him. ... Jeseph A. 
Griffin (#6271-1954), comptroller, New 
England Telephone & Telegraph Co., 
Boston, Mass., who retired on January 1, 
has been succeeded by Robert V. Jones, 
formerly assistant controller. . . . James 
S. Wolf, secretary, treasurer and a director 
of Standard-Toch Chemicals, Inc., Staten 
Island, New York, who retired after 44 
years of service with the company, has 
been succeeded as secretary-treasurer by 
William G. Torrance (#6279-1954), who 
has been comptroller of Standard-Toch 
since 1953. 


ADDITIONAL DUTIES FOR... 

K. N. Beiriger (#6379-1954), control- 
ler, Karl-Douglas Associates, Inc., Haw- 
thorne, California, now secretary-treasurer 
and controller... . Alfred J. Hoefer 
(#3362-1945), comptroller, Libby, Mc- 
Neill & Libby, Chicago, Ill., now vice 
president and comptroller. . . . Sacket 
R. Duryee (#719-1936), treasurer since 
1947 of the Wyman-Gordon Comrany, 
Worcester, Mass., now vice president and 
treasurer. . . . Charles A. Taylor (#4740- 
1949), treasurer, controller and a director 
of Copperweld Steel Company, Pitts- 
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burgh, Pa., also appointed vice president. 

Robert S. Bell (#2205-1942), control- 
ler, Duff-Norton Company, Pittsburgh, 
Pa., elected vice president and controller. 
. . . Alexander P. McDermott (#4938- 
1950), comptroller, Ebinger Baking Com- 
pany, Brooklyn, N. Y., now assistant 
treasurer and comptroller. . . . William 
N. Hill, comptroller, Valley Stream Na- 
tional Bank & Trust Company, Valley 
Stream, N. Y. has been given the addi- 
tional title of assistant vice president. . . . 

David K. Bouton (#687-1936), secre- 
tary and assistant treasurer, McKiernan- 
Terry Corporation, Harrison, N. J., re- 
cently elected treasurer and secretary and 
member of the Board. 


COMPANY CHANGES... 

Benjamin H. Askew (#5126-1951) re- 
cently transferred from International 
Business Machines Corp., Endicott, N. Y., 
where he was plant controller, to the New 
York World Headquarters of IBM as as- 
sistant to the vice president-treasurer. . . . 
Jay W. Schnackel (#5209-1951), general 
manager, Plant #1, International Business 
Machines Corporation, Endicott, N. Y., is 
now vice president in charge of manufac- 
turing. He joined IBM in 1937. 

Franklin F. Bruder (#3774-1946), 
treasurer and secretary of L. Bamberger 
& Co. Division, has been elected vice 
president for corporate control of R. H. 
Macy & Co., Inc., New York, succeeding 
J. Olin Murray (#4221-1948), who be- 
comes director of corporate accounting. 
Gerald Goldstein, vice president and con- 
troller of the Bamberger Division, takes 
over the duties of Mr. Bruder and will be 
elected to the Board of Directors and sec- 
retary of the Bamberger Division. 


CANADIAN CONTROLLERS ... 

D. L. Witter (#5295-1951), chief ac- 
countant, Royal Bank of Canada, Mont- 
real, has been named comptroller... . 
W. G. Gray (#5776-1952) has joined 
Restmore-Madsen Ltd., Vancouver, B.C., 
as comptroller. He was formerly comp- 
troller of Buckerfield’s Limited of the 
same city. ... Charles F. Herrmeyer 
(#2595-1943) is now with Massey-Har- 
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ris-Ferguson, Ltd., Toronto, Ontario. 
. . - Beverly D. Taylor (#5094-1951) was 
recently named comptroller of Robert- 
shaw-Fulton Controls (Canada), Ltd., 
Toronto, a newly formed subsidiary of 
Robertshaw-Fulton Controls Company, 
Greensburg, Pa., in which company Mr. 
Taylor holds a similar post. 


COLLEGE CONTROLLERS ... 

Raymond W. Kettler (#5569-1952), 
business manager and assistant treasurer, 
Purdue University, Lafayette, Indiana, has 
accepted the position of controller of the 
Regents of the University of California, 
Berkeley, California... . Arnold W. 
Johnson (#5675-1952) is now professor 
and chairman of the department of ac- 
counting at New York University’s School 
of Commerce, Accounts and Finance. 


NEW DIRECTORS .. . 

Ellis M. Moore (#4029-1947), vice 
president and treasurer, Ultrasonic Cor- 
poration, Cambridge, Mass. . . . Jere- 
miah J. O'Neill, controller of the New 
York, New Haven & Hartford Railroad. 
. . . Earl E. Conlin (#4173-1948), secre- 
tary and treasurer, Ex-Cell-O Corporation, 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 





RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT CONTROLLER-TREASURER 
Heavy experience office management, factory 
accounting, systems and procedures, budge- 
tary controls, taxes and extensive public and 
industrial accounting, seeks career opportu- 
nity with progressive company. Married, will 
relocate. B.B.A. degree. Box 2169. 


CONTROLLER 


CPA (N. Y.), controller of medium-sized 
multiplant manufacturing company for past 
eight years. Broad experience in administra- 
tion, taxes, government contracts, auditing, 
general and cost accounting. Age 45. Married, 
two children. Will relocate. Box 2170. 


ASSISTANT CONTROLLER 


Background includes graduate accounting and 
almost 15 years of handling corporate ac- 
counting problems as accountant with large 
public firms and own practice. Taxes, budgets, 
systems and costs are my specialties. Age 35. 
Married with family. Box 2171. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





204 


MR. ELLIOTT 


Detroit, Mich. ... Harry R. Lange 
(#2455-1943), vice president and treas- 
urer, Cutter Laboratories, Berkeley, Cali- 
fornia, to the board of Ashe Lockhart, 
Inc., Kansas City, Mo. . . . F. M. Thud- 
son (#1461-1939), treasurer of the Hotel 
Waldorf-Astoria Corporation, New York. 
... William G. Barth (#4861-1950), 
comptroller, Cincinnati and Suburban Bell 
Telephone Company, Cincinnati, Ohio. 
. . . Carsten E. Ronning, vice president 
in charge of operations, The Continental 
Illinois Bank and Trust Company of Chi- 
cago, Illinois. 


HONORS TO... 

Verl L. Elliott (#341-1934), controller, 
Atlantic Refining Company, Philadelphia, 
who received an Award of Merit for serv- 
ice to the University of Pennsylvania at 
its recent Founders Day exercises, mark- 
ing the 249th anniversary of the birth of 
Benjamin Franklin. Mr. Elliott served as 
president of Controllers Institute of 
America, 1940-41. . .. Arthur Clifford 
(#2187-1942), vice president, the A. W. 
Burritt Company, Bridgeport, Conn., and 
a director of the Bridgeport Control of 
Controllers Institute, who has _ been 
elected president of the Northeastern Re- 
tail Lumbermen’s Association. During 
1954 Mr. Clifford served as president of 
the Bridgeport Chamber of Commerce. 


WRITERS .. . 

Robert S. Holzman (#6345-1954), pro- 
fessor of taxation at the Graduate School 
of Business Administration, New York 
University, is the author of the recently 
published biography, “Stormy Ben But- 
ler.” (The Macmillan Company, New 
York, $5.00.) Dr. Holzman, who con- 
tributed the article “Who Wants a Tax 
Loss?”” (THE CONTROLLER, October 
1952), is likewise the author of: ‘‘Cor- 
porate Reorganizations, Their Federal Tax 
Status” (Ronald Press, 1948); “Corpo- 
rate Accumulations and Section 102” 
(with J. K. Lasser, Matthew Bender, 
1949); “Big Business Methods for the 
Small Business” (Harper Brothers, 1952) ; 
and ‘Guide to Pension and Profit-Sharing 
Plans” (Farnsworth, 1953)... . Wil- 
lard F. Stanley (#4595-1949) has just 
had published, by Prentice-Hall, Inc., 
New York, a book entitled “New Rapid 
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Tax Depreciation—What It Means tg | 
You,” which discusses new tax rights as. 
to rapid depreciation and highlights all” 
the other factors, including accounting, 
which should be considered in deciding 
whether to adopt rapid depreciation and, 
if so, which method. 

Theodore F. Gloisten (#2133-1942), 
vice president and comptroller of The 
American Home Magazine Corporation, 
New York, is the author of an article in 
the March issue of The American Home 
entitled, ‘‘Before You File Your Income 
Tax Return.” Mr. Gloisten is a past na 
tional director of Controllers Institute} 
and a past president of its New York City} 
Control. . . . Edward F. Lyle (#1401-) 
1939), vice president and comptroller, 
City National Bank and Trust Company, 
Kansas City, Missouri, is author of an 
article entitled ‘Better Merchandising 
Methods for Checking Accounts,” in the 
February 1955 issue of Auditgram. Mr. 
Lyle is a past national president of 
NABAC, a past president of the Kansas 
City Chapter, NOMA and of the Kansas 
City Control of Controllers Institute. He 
holds the NABAC Key for Meritorious 
Service. 


Obituary 


STANLEY M. STEINKO, controller of 
Infilco Incorporated, Tucson, Arizona, 
died after a brief 
illness on Feb- 
ruary 13, 1955. 

He was 49 years 
of age. 

Mr. Steinko, 
prior to joining 
Infilco in 1951 
was affiliated 
with Whiting 
Corporation, 9 
Harvey, Illinois, 
as assistant to the 
president, con- q 
troller, and controller and assistant sect 
tary successively from 1944-1951. 
held membership certificate #3653-198 
in Controllers Institute of America an@ 
retained his connection with the Chicago 
Control. ‘ 
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